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INTRODUCTORY. 


Thif  brief  ii  tubmitted  ta  repraNotfof  Um  ofldal  fitvi  of  the  Ctnadiim 
ICannfactarerg'  AitocUtioD— «  bodj  reprMoitlBg  timie  twtolj-oiflit  Imndiod 
mADnfacturing  coDcenu  and  embracing  in  ita  membenhlp  batwato  9i§fiAj  and 
ninetj  per  cent,  of  the  manufacturing  intereata  of  tht  Dominion  of  C^n^^^  Tho 
ootUnea  of  the  AaM>eiation'a  poaition  were  laid  down  in  a  report  aubmitted  bj  t 
apaeUl  committee  and  onAnimouslj  adopted  bj  the  Ezecutife  Coancsl  of  iha 
Aaaociation  on  the  14th  December,  1911.  Thia  brief  ii  an  amplification  of  the 
report  with  citationa  and  qnotationa  in  anpport 

The  literature  upon  the  aubject  of  workmen's  compensation  which  haa  dorisg 
the  laat  few  jeait  reached  an  immenae  bulk,  ia  rapidly  inrmaaint,  and  it  ia 
diaraeteriatic  of  the  aubject  that  the  older  literature  rapidlj  loaea  Talne  aa 
ezperienoe  in  the  different  junadictiona  accumulatea.  While  in  thia  brief  no 
attempt  ia  made  at  ezhauatiTeneaay  an  effort  haa  been  made  to  incorporate  at 
leaat  bj  reference  the  moat  important  and  recent  of  the  prodnctiona. 

It  goea  without  aaying  that  it  haa  been  aought  to  embody  in  the  preaentation 
the  beat  that  can  be  gathered  from  the  syatema  of  the  Tariooa  ooontrioa  and 
juriadietions.  There  ia  very  little  need,  in  fact  rery  little  exeoie,  for  origiiitl 
thought  in  dealing  with  the  aubject.  Every  form  of  aolution  that  could  be 
aoggeated  haa  been  eubjected  to  experiment  in  aome  or  other  jurisdiction  and 
there  ia  aTailable  a  maas  of  information  and  experience  which  renders  furtbtr 
experiment  along  many  linea  not  only  uaeleaa  but  indefenaible.  No  propoiitioB 
and  no  view  upon  the  aubject  can  be  of  any  great  Talue  which  ia  not  fouidod 
upon  an  inyeatigation  of  the  different  syatema  and  which  doea  not  reckon  with 
their  reanlta. 

No  effort  haa  been  made  to  prove  that  conditiona  under  the  oziating  law 
are  unaatiafactory  or  that  a  change  in  the  law  ia  ncccaaary.*  Thia  haa  been 
aaaumed.  Eren  the  assumption,  however,  is  more  or  leaa  anperflnooay  baoanaa^ 
whatever  view  may  be  taken  of  exiating  conditiona,  the  hisftorj  of  tho  tobjeei  ia 
every  other  country  leavea  no  room  for  doubt  that  aome  change  will  be  made  in  the 
law  of  Ontario.  This  brief  is,  therefore,  addreased  entirely  to  the  qoeation  of 
the  form  which  auch  legislation  should  take.  The  brief  haa  bean  pfeJMiad  with 
aped  fie  reference  to  the  Province  of  Ontario,  but  it  haa  bean  kapt  ia  niad  that 
the  legialation  adopted  in  recent  yaara  in  aeven  of  the  other  prorfaieH  of  OBaada* 
muat,  in  the  light  of  uniform  experience  in  other  juriadictiona,  be  regarded  aa 
of  a  temporary  character  only,  and  that  the  oonrae  of  legialation  in  the  other 
provinces  will  in  all  probabiiity  be  influenced  by  whatavir  aettaa  ia  takan  in 
Ontario.  In  fact  the  poeaihility  has  been  kept  in  view  of  a  IjUUiMgaaaoua,  if  not 
a  unifled,  scheme  for  the  whole  Dominion.  Thia  ia  a  consummatioB  tliaoretieany 
attainable  perhapa  by  Dominion  legislation,  but  practically  attainable  probably 
in  no  other  way  than  that  indicated,  namely,  uniform  provincial  le^iilation. 

*Aa  to  tbla  aee  Rep.  Atlantic  Cltj  OonfarMet:  Rap.  Ohio  Oonu  Pt  U  pa.  l«ilfU 
and  aaptndleea  I  and  II:  Rep.  Que.  Com.;  Rep.  IlL  Oool:  Rep.  N.  J.  Com.:  Rep.  Waak. 
.;  Rap.  Fed.  Com.  U.  a;  Rep.  Mleb.  Oom. 


C0NDBN8BD  SUMMABT  OF  BRIBF. 
BtATWMwn  OF  PujroiPUi. 

In  frtming  •  fTttem  of  worioMn't  oompenMikm,  tho  (bUowinf  prindplis 
•honld,  it  u  submitted,  be  kept  in  view  and  to  far  it  poitiblo  otontd. 

Fint:  For  retaona  both  homAnitamn  and  jeopomic  tho  prtroDtioii  of  tod- 
daoii  dionld  be  a  primo  oootidoraUon  in  any  mhmm  of  woricDMs't  oompioiilioi^ 
tsd  DO  ajftom  can  be  atikfiotoffy  which  will  not  tod  to  piodMO  tho  waTfawni  of 

toA^rt  and  reanlt  in  conaerring  the  life,  health,  and  iadoatrial  ttUtmcj  of  the 
workman. 

Second:  Relief  ahonld  be  prorided  in  erery  caae  of  injury  ariaing  oat  of  in- 

/duatrial  accident  Soch  relief  ahould  not  be  contingent  npon  proof  of  fanlt  on 
the  part  of  the  employer,  but  groea  careleaaneaa,  drnnkenneaa,  or  intentional  wroof 
on  the  part  of  the  workman  ehoald  be  penaliied  in  aomo  way. 

Third:  The  ajratem  of  relief  ahould  be  adapted  to  coTer  wage- workers  in  tfory 
\  indnctry  or  calling  inTolring  any  occupational  risk,  and  ahonld  not  be  oonflnod  to 
1  aneh  induatriea  aa  railroading,  manufacturing,  building,  etc 

Fourth :  The  relief  should  be  as  far  aa  practicable  by  way  of  aobatitntion  for 
the  wages  of  which  the  injured  workman  and  his  dependants  are  deprired  by  tba 
injury.    It  should,  as  a  rule,  be  periodical  and  not  in  a  lamp  aom. 
I        Fifth :  The  relief  should  be  certain.    It  should  not  depend  upon  the  continnod 
|iolf«ney  of  the  employer  in  whose  aerrice  the  injory  waa  ioitainod. 

Sixth :  The  amoont  of  compenaation  aboold  be  definite  and  aaoertainable  bofli 
to  the  workman  and  to  the  employer.  The  system  shoald  entirely  displace  the  pro- 
tent  method  of  compensation  by  an  action  for  damagea,  and  tho  ompbyvr  abimld 
not  be  subjected  to  any  further  or  other  liability  except  in  caaea  of  groea  careleaa- 
neaa or  intentional  wrong  on  the  part  of  the  employer. 

8§venih :  The  funda  for  relief  should  be  prorided  by  joint  oonthbntiona  froa 
omployera,  workmen,  and  the  prorince.  Employers  and  workmen  aboold  pay  in 
such  proportions  -aa  represent  the  number  of  accidenta  oocarring  by  vaaaon  of  tbo 
haiard  of  the  in^ostry  and  the  fanlt  of  tiie  employer  on  the  one  hand  and  tba 
fanlt  of  the  workman  on  the  other.  The  proTinoe  ahould  contribute  an  araomt 
repreaoiting  approximately  the  cost  of  administration. 

Bighth :  The  sjitem  of  relief  should  be  such  aa  to  aeenre  in  iti  adminifcnaos 
a  maximum  of  efficiency  and  economy,  and  aa  large  a  proportion  aa  poaribb  of  tba 
money  contributed  should  be  actually  paid  out  in  compenaation. 

Ninth :  The  procednre  for  the  adjustment  of  claima  aboold  ba  aa  far  aa  poo- 
aible  dissociated  from  the  regular  courta  of  law.  It  shonld  ba  iimplo  and  eato- 
lated  to  iuTolte  in  ita  operation  a  minimam  of  friction  betwian  aui|4oyti  and  as- 
pWyee. 

/    T§nik:  Tba  ayatem  of  ooapoMitto  aboold  be  directly  aaaocfated  with  a 
Mtoi  of  inapection  with  a  Tiew  to  tba  prorention  of  aeeidanta  and  a  ayitoi  of 
fpranpt  and  axpert  medical  attondanea  to  mti§ti»  tba  dkd  of  tba  i^}nito 
\       ^Zetoiia'.TboayatoiaboaldbaaadiaatDaaearaaBlibaralaniaaaiixoof  raliaf 
aa  poaaible  without  undue  atrain  upon  industry. 

Tw§lfih :  The  aystem  ahould  be  such  aa  to  afford  aome  promise  of 
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AKALT8I8  OF  DiPFERBNT   SYSTEMS  OF  WoRKKBN'S  CoMPBNSATIOM'. 

Practicallj  all  workmen's  compenBation  legislation  is  an  effort  to  embody  in 
some  form  and  in  some  degree  the  aeoond  of  the  principles  above  laid  down,  namely, 
that  a  wage-worker  should  receiye  compensation  or  relief  in  case  of  injury  occurring 
I  in  the  course  of  his  employment,  regardless  of  questions  of  fault  on  the  part  of  his 
{employer  or  contributory  fault  on  the  part  of  the  workman.  This  has  been  called 
the  principle  of  ''professional  risk."*  It  is  based  upon  the  theory  that  the  cost 
of  human  wear  and  tear  should  be  thrown  largely,  if  not  wholly,  upon  the  industry 
and  included  in  the  price  charged  to  the  consumer  for  the  product  of  the  industry. 
To  what  extent  this  theory  is  equitable  and  economically  sound,  and  to  what  extent 
it  conflicts  with  the  legal  doctrine  that  no  man  should  be  responsible  for  something 
not  his  fault  need  not  be  discussed  here.  The  theory  is  the  basis  of  all  workmen's 
compensation  legislation. 

The  different  compensation  systems  of  the  world  exhibit  three  distinct  methods 
of  applying  the  theory  of  professional  risk.  These  methods  may  respectively  be 
termed  the  individual  liability  method,  the  collective  liability  method,  and  the  state 
liability  or  state  insurance  method.  Every  system  in  the  world  can  be  classified 
under  one  or  other  of  these  heads. 

(a)  Individual  Liability:  Under  an  individual  liability  system  the  obliga- 
tion to  compensate  workmen  is  thrown  upon  the  individual  employer  as  an  element 
of  the  relationship  of  employer  and  employee.  The  law  includes  a  term  in  every 
contract  of  employment  by  which  the  employer  assumes  an  obligation  more  or  less 
extensive,  to  indemnify  the  workman  for  injuries  received  in  the  course  of,  or  in 
connection  with,  the  employment.  The  injured  employee  looks  for  his  relief  to  the 
employer,  who  thus  becomes  an  individual  insurer  of  the  workman  against  accidents. 
The  principle  of  individual  liability  is  illustrated  in  the  English  Workmen's  Com- 
pwisation  Act  and  in  the  Acts  in  force  in  some  of  the  provinces  of  Canada.  Under 
tiieBe  Acts  employers  are  required,  regardless  to  a  large  extent  of  questions  of  fault, 
to  compensate  their  workmen  for  injuries  arising  out  of,  or  in  the  course  of,  the 
employment.  Employers  are  of  course  permitted  and  encouraged  to  insure  thera- 
seWes  against  the  liability  by  some  form  of  insurance,  but  the  initial  liability  rests 
npon  the  individual  employer  and  the  insurance  effected  is  uniformly  for  the 
purpose  of  protecting  the  employer  against  this  liability  and  not  for  the  purpose  of 
insuring  the  workman  against  accidents.* 

I  (6)  Collective  Liability:  Under  this  method  the  liability  to  compensate  the 
workman  is  thrown  upon  employers  collectively  in  groups,  according  to  the  hazard 
of  the  industry.  Employers  are  encouraged  or  compelled  to  combine  in  associations 
for  the  purpose  of  insuring  their  workmen  against  accidents  and  providing  the 
necessary  funds.  The  injured  workman  looks  for  his  compensation,  not  to  the  in- 
diyidnal  employer,  but  to  the  association  or  the  fund.  The  principle  of  collective 
liability  is  illustrated  in  the  German  system,  under  which  employers*  are  grouped 
by  industries  under  state  compulsion  and  supervision,  and  are  required  to  provide 
funds  for  compensation  or  relief  for  the  injuries  occurring  in  their  respective 
groups.       The  collective  liability  system  has  been  adopted  in  some  form  by  the 

*8ee  Walton,  p.  22;    and  see  poet,  p.  44,  for  further  discussion. 
*8ee  further,  post,  p.  58,  for  distinction  between  accident  insurance  and  employers' 
liability  insurance. 
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mtjoritj  of  the  countries  of  Europe  end  tome  of  the  Statei  of  the  Amtrietn  Unioii, 
bat  the  Qenntn  lyftem  being  the  oldett  and  the  inoit  eleborttelj  and  teientitollj 
dtreloped  ie  nnudlj  etted  ■•  tbt  type. 


(e)  8taU  Liability:  Under  thii  method  the  etaU  iteelf  amaet  the  ohUf»- 
tion  to  pey  compenietion,  the  ooet  being  leried  upon  emplojeiBy  or  emploTen  end 
workmen,  through  the  agency  of  a  ftate  ineuranee  departeieDt  The  workman 
looka  for  hit  oompeniation  directly  to  the  ttate  departeHBl  and  the  OTm|finftHim 
if  prorided  out  of  a  fund  levied  in  the  form  of  iaaimBee  preminme  spoil  the  p^ 
roll  of  indufthee.  Thia  method  U  illuatrated  in  the  Act  recently  adopted  by  the 
Stote  of  Waahington.* 

The  method  of  indiridual  liability  haa  been  pronounced  with  singular  unani- 
mity by  thoM  who  have  investigated  the  operation  of  the  different  systems  as 
a  failure.*  It  involves  the  violation  of  almoet  all  of  the  twelve  prindplea  above 
laid  down  as  repreeenting  the  chief  elemeota  of  a  satisfactory  eompepaation 
^jitMiL  The  individual  liability  systems  have  not  tended  to  any  appneiabla 
degree  to  reduce  the  nunil)er  of  induitrial  accidents  or  to  conserve  the  life^  health 
and  eiBeiency  of  the  workman.  They  operate  with  particular  hardship  upon 
small  empl<7«n  and  older  and  partially  diaabled  workmen.  They  cannot  be  well 
operated  so  as  to  secure  periodical  paymenta  as  opposed  to  lump  sum  paymeola 
of  compensation.  They  do  not  afford  any  assurance  that  the  compensation  pay- 
ments will  be  made,  or  continue  to  be  made,  there  being  no  guarantee  of  solveney 
on  the  part  of  thoee  charged  with  payment  They  have  proven  wasteful  in  tht 
extreme,  a  large  percentage  of  the  mon^  paid  out  in  contributions  by  way  of 
employers'  liability  insurance  premiums  being  taken  up  by  commissions,  ezpensea 
of  litigations,  profita,  etc.  The  workman  is  obliged  to  resort  to  legal  or  quasi- 
legal  proceM  to  enforce  his  claim  against  the  employer.  The  settlement  of  each 
claim  involves  a  direct  contest  between  workman  and  employer,  the  latter  being 
supported  by  the  employers'  liability  insurance  company  with  ita  superior  facili- 
ties for  contesting  claims.  The  indiridual  liability  systems  repreeent  the  giaaleit 
and  most  direct  strain  upon  industry.  They  are  admitted  hy  aeiiiljr  a& 
olMervers  to  represent  merely  a  stage  in  the  development  of  a  satia^ctory 
pensation  sjrstem  and  involve  in  the  meantime  unaatiafactory  relatioiia 
employers  and  workmen  end  unsatisfactory  economic  conditions  to  the 
at  large. 

The  collective  liability  method  as  applied  in  Germany  and  other  eonntriea 
of  Europe,  as  well  as  some  of  the  American  Statea,  ia  generally  ngaided  aa  a 
succees  in  its  practical  working  out.  The  syatena  of  these  jnriadfalieM  are 
found  to  embody  in  a  large  measure  the  elementa  above  outlined  ae  eoaittoUng  a 
satisfactory  compensation  system.  The  type  system,  that  of  Germany,  ia  the  oat- 
standing  example  of  a  saooesafal  solution  of  the  problem :  and  critiekmt  vpon  it  are 
directed  almoet  solely  to  defects  in  the  detaila  and  administration  of  tiie  syatcm.* 

The  state  insurance  system  as  applied  in  the  State  of  Waahington  and  other 
stataa  aa  well  as  a  number  of  other  European  coontriea,  haa  the  approval  of  a 
large  majority  of  the  inrestigators  and  writan  apoB  the  aobjeet    ConstitatioBal 

*It  has  been  pointed  out  that  the  Waahlniton  syttam  la  more  eorreetly  dceerlbed 
aa  a  tratwa  of  colleetlw  iDsnrsswe  aider  etate  aintfiilstfallea,  peal,  pi  T7. 

•8m  r.  a  D..  14:  a  a  E..  »•:  Bep.  Fed.  Oobl  UA.  m:  Bep.  OMo  OooL,  Ft  L,  p.  IS; 
end  post  Pw  44.  tor  full 

*8ee  pott.  p.  se. 
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and  other  practical  di£Gk:altiet  have  interfered  with  the  introduction  of  such  a 
sjstem  in  many  jurisdictions  where  it  was  otherwise  regarded  as  desirable.*  The 
e^wrience  of  those  jurisdictions  which  have  adopted  the  system  has  called  forth 
enthusiastic  commendation  from  employers  and  workmen  as  well  as  the  general 
public,  and  has  given  every  reason  to  believe  that  such  a  system  affords  a  satis- 
factory solution  of  the  problem.' 

The  greatest  difficulty  in  the  way  of  the  introduction  of  an  Act  like  that  of 
the  State  of  Washington  is  the  immediate  additional  expense  to  the  employer 
represented  by  a  probable  rise  of  from  100  to  1,000  per  cent,  over  the  cost  under 
existing  conditions.  Most  large  employers  cover  their  risk  under  the  present 
laws  by  employers'  liability  insurance.  While  the  rates  for  this  insurance  are 
very  high  relatively  to  the  benefits  conferred  by  it  upon  injured  employees,  the 
introduction  of  a  system  like  that  of  Washington  would  involve  an  additional 
ezpenae  to  employers  representing  a  considerable  disturbance  of  economic  conditions 
to  the  prejudice  of  both  employers  and  workmen.  The  same  result  would  of  course 
follow  the  introduction  of  an  individual  liability  system  such  as  that  of  England, 
in  which  latter  case  the  expense  of  conferring  corresponding  benefits  would  be 
much  larger  owing  to  the  large  percentage  of  waste.* 

There  is  a  plan  under  which  a  collective  or  state  insurance  system  could  be 
established  at  an  immediate  annual  cost  not  greater  than,  and  in  fact  in  many 
industries  considerably  less  than,  that  of  the  present  liability  insurance  rates. 
This  plan  may  be  called  the  current  cost  plan.*  Under  it  instead  of  capitalizing 
the  periodical  payments  due  to  the  injured  workman  or  his  dependants  and  setting 
aside  at  the  time  of  the  accident  a  lump  sum  to  provide  for  all  future  payments, 
only  the  current  cost  of  meeting  the  annual .  payments  would  be  assessed  each 
year  with  a  small  margin  for  an  emergency  reserve  fund.  The  annual  assessments 
would  increase  as  the  number  of  dependants  increased;  and  the  annual  rate  would 
reach  its  maximum  only  after  a  period  of  twenty-five  or  thirty  years.  Tliis  was 
the  actuarial  plan  adopted  in  Germany.*  It  represents  a  minimum  strain  upon 
present  industry  and  does  not  involve  the  shock  to  the  economic  system  which 
would  be  incidental  to  the  adoption  of  an  extensive  scheme  of  immediate  capitaliza- 
tion. 

Rbcommendations. 

We  recommend  the  establishment  of  either  a  collective  liability  or  a  state 
insurance  system.  An  individual  liability  system  will  not  be  acceptable  to  the 
manufacturing  interests  of  the  province. 

We  are  prepared  to  lend  every  assistance  to  the  organization  of  an  independent, 
non-state,  collective  system,  but  we'believe  that  under  all  the  circumstances  the 
most  economical  and  satisfactory  plan  for  the  Province  of  Ontario  is  a  collective 
system  under  provincial  administration  and  control. 

We  recommend  the  creation  of  an  independent,  non-political,  provincial  insur- 
ance department  administered  by  a  Board  of  three  commissioners.  This  Board 
should  provide  for  the  payment  of  all  claims  for  compensation  out  of  a  fund  to 

*8ee  Rep.  Minn.  Com.,  164. 
*8«e  post,  p.  49. 
*  See  post  p.  60. 
*&&e  post,  p.  68. 

•See    article    by    Dr.    Zacher,    In    "Handwdrterbuch    der    Staatawlssenschaften,** 
Vol  VIII.  p.  66. 
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be  imiMd  by  premiums  levied  opon  the  p«j-roU  of  indoetriee  dairifted  aooording  to 
haiAitL  The  Board  ihonld  be  fulid  with  full  Jariediction  to  tdjnet  all  eUimi 
for  oompenBation  upon  ewom  reporti  of  the  diflexcnt  partiee  intcretted.  It  abonld 
ha?e  power  to  take  eiidenoe,  to  make  inda|iwdwi  infietififtioiiBy  and  to  ra-hear 
and  re-adjost,  ita  dafliriona  being  final  npon  qnaetiona  of  faet  and  rabjaet  to 
appeal  onlj  in  qnaatlona  of  law. 

The  Board  ihoald  alio  ha?e  power  to  anforoe  preventive  regnlatione,  and 
provifion  ihoald  be  made  for  the  adviaorj  a»"OparatkMi  oi  lapraaautatiiaa  of  dif- 
ferent claisee  of  indottriee  in  the  framiaf  of  aoah  lifakftiooa.  Tba  Board  dwvid 
tlflo  have  charge  of  the  adjnftroent  of  ineoranoe  raiea  and  the  elaaiiflcetion  of 
indoftriee. 

The  annual  aaaeiamenta  of  inesraoee  premiuma  abonld  be  levied  upon  the 
basil  of  the  current  coat  of  oompeniation  payments  with  a  margin  for  an  mm§mBf 
fund.  A  percentage  of  the  premium  rates  repraeenting  the  proportkNi  of 
accidents  due  to  the  fault  of  the  workman  shonld  be  diaifaabla  at  the  option  of 
employers,  and  upon  due  notice,  to  the  workmen,  and  deducted  by  amployen  from 
the  wagee  of  the  workmen. 
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DISCUSSION  OP  PRINCIPLES. 

In  the  following  ptges  the  principles  tnd  recommendationi  given  in  <mtlin« 
abofe  are  briefly  diseased.  The  riews  preeented  and  Die  ooncluiiont  drmwn  are 
in  every  case  supported  by  evidence  and  expert  opinion  representing  th«  eiperieno 
of  other  jurisdictions.  It  is  considered  of  the  utmost  importance  that  any  legiab- 
tion  adopted  should  avoid  a  repetition  of  the  mistakes  and  wailnaasMs  of  other 
systems.  Fortunately  the  legislatures  of  Canada  are  not  subject  to  constttutional 
I  restrictions  corresponding  to  those  which  hamper  some  jurisdictions  in  dealing 
with  the  subject  There  is  therefore  every  reason  why  the  system  adopted  by  tho 
Province  of  Ontario  should  represent  the  accumulated  experience  of  other  joria- 
dictions  as  well  as  the  wisdom  and  ingenuity  of  our  own. 
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DISCUSSION  OF  PRINCIPLES.^ 

Finl :  For  r$§sonM  both  kumaniianam  mid  •wwig  Hu  prw^mtion  of  ceci- 
dsnti  ihauld  b§  a  prm§  oouid$rmliam  im  Mf  Ml#flM  •/  w&Hnmm'§  eompmmtipm, 
and  no  $ifiUm  em  b$  $§iiif§ehrf  wkUk  wiU  n^i  iomd  f#  froduoo  Uko  moaimwm 
of  $ff&rl  and  ruult  m  oonmrvimg  tho  lifo,  koaltk  mkd  imdustnal  officiomqf  of  iks 
workman. 

This  principle  ioTolvei  tn  immedbto  dftparture  from  the  okUr  Ugfi  thmrim 
of  •mplojen'  liability  for  injarifo  to  worinnon.  The  qocftion  of  aoddtnt  pro- 
Tention  must  be  ountidered  one  of  portmount  importance  in  reUtioo  to  a  work- 
moo't  compensation  Kjitem  became  of  the  fact  that  the  dUEtrent  •/•temc  of  oom- 
pentation  Tattly  differ  in  their  effect  in  inducing  preventife  actirity  and  CU9 
on  the  part  of  the  employer  and  employee.  In  iU  older  legal  aepect  workflMB^ 
compensation  wtt  largely,  if  not  wholly,  a  matter  of  making  good  by  a 

(payment  of  damagoe,  for  injuries  sustained  by  the  workman'.  In  its 
ooonomic  aspect  the  question  of  consenring  industrial  efficiency  by  pretenting 
•ooidents  and  mitig»ting  their  effect  is  a  rital,  if  not  the  moat  Tital  conaidofatioii'. 
Of  the  possibility  of  a  reduction  in  Uie  industrial  sccidcnt  rate  there  b  not 
the  slightest  doubt  Estimates  and  statistics  point  to  a  possible  saving  of  as  high 
at  fifty  per  cent,  in  the  industrial  accident  rate  by  systematic  and  seitntifle 
methods^.  The  theory  of  those  who  who  adTocate  an  individual  liability  lyitsM 
is  that  by  throwing  the  burden  of  accidents  directly  and  haarily  upon  the  individual 
employer  he  will  be  induced  to  adopt  means  of  prevention.*  But  there 
can  no  longer  be  any  doubt  ss  to  the  futility  of  a  system  of  individual  liability 
as  a  means  of  inducing  efficient  preventive  activity.  While  it  may  liaf9 
been  one  of  the  objects  in  the  minds  of  the  frameri  of  liabililty  systems  tocfa  m 
that  of  tlie  Chamberlain  Act  of  1880  in  England  to  reduce  the  number  of  aoddtots 
by  penalising  the  employer  with  the  increased  liability,  expcrienoe  nnder  those 
•yitems  has  not  juftified  any  such  expectation,  and  later  obserrefs  have  in  liei 
failed  to  give  these  systems  credit  for  even  the  purpose  of  reducing  the  nnmbor 
of  accidents.  Thus  the  Commissioners  of  the  National  Association  of  Hann- 
fscturers  say,*  ''the  British  policy  bears  no  relation  to  accident  prevention,"  and 
of  the  Act  of  1897  the  Parliamentary  Committee  reporting  in  1904  said/  "no 
evidence  has  been  brought  before  us  which  enables  us  to  find  that  any  great  im- 
psofement  in  the  direction  of  safety  is  to  be  placed  to  the  erodit  of  this  Aet 
Indeed  some  of  the  evidence  points  in  the  opposite  direction."  While  there  appeut 
to  have  been  on  the  whole,  since  the  introduction  of  the  English  Workmen's  Ooes- 

*  Compare  enuaetatton  of  prlaeliMsi,  &  A  ■.,  tS:  and  Rep.  MIeh.  Con..  SS. 
•See  statement  of  J.  A.  iBsery.  Rep.  Fed.  Oooil  VA^  letS. 

•F.  A  D..  140:  S.  a  R..  11.  SO.  1SS.  SH.    Art^  by  Loote  Bnniiil^  "Oatleok."  Jaae 
10th.  1911.  post,  p   74:  Bulletin  7S.  U.S.  Bur.  LAb..  4S8:  Rep.  Fid.  Osm.  VA^  lU. 

•See  also  art.,  by  Frodk  L.  Hoffman.  BulleUa  TS  U.&.  Bar.  Lak,  9.  OS:  &  A  lU 
pp.  se.  M.  S14:  also  Rtp.  Fed.  Oom.  VA,  UK  also  stslsiasat  of  H  If.  Da 
Fed.  Com.  U.S.«  1044. 

•Tkle  theory  was  poshed  to  Its  loeleaT  concltMloa  la  a 
Commission  of  the  United  SUtee  la  remarkabl«  for  eeteacy  of 
for  confusion  off  toflc  snd  tertnlnoloKy.    The  wttnMe  In  QUMtkm  advoeated  a 
of  drastic  employers*  liability,  with  prohibition  of  liability  Inaurmaee.  ehilmtai 
allow  the  <>mployer  to  Insure  was  to  ward  off  the  Ineeattve  oC  pteietlie  eara 

•  S.  a  B..  11. 
*Cd.  SSOS,  pp.  SS.  SS. 
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pemation  Act^  some  diminution  in  the  number  of  industrial  accidents,  the  writers 
and  investigators  concur  in  refusing  to  credit  this  to  the  system  of  compensation 
established  by  the  Act.* 

On  the  other  hand  the  collecti?e  liability  systems  have  to  tlieir  credit  a 
marked  success  in  inducing  systematic  effort  in  the  matter  of  accident  prevention. 
The  German  system  with  its  elaborate  statistics  exhibits  perhaps  the  most  striking 
results  but  a  corresponding  measure  of  success  has  attended  tlie  operation  of  other 
coUecti?e  systems.  There  is  absolute  unanimity  amongst  the  writers  and  inves- 
tigators in  ascribing  to  the  German  system  an  immense  superiority  over  the  English 
system  in  reducing  the  industrial  accident  rate;*  and  the  success  of  the  German 
system  is  due  very  largely  to  the  co-operative  effort  evoked  by  the  classified 
organization  of  employers. 

There  is  every  reason  to  anticipate  for  the  Act  of  the  State  of  Washington 
a  similar  measure  of  success  in  preventing  the  occurrence  of  accidents.'  The 
explosion  in  the  Chehalis  Powder  works*  soon  after  the  Washington  Act  was 
brought  into  force  serves  to  illustrate  the  probable  effect  of  the  Washington  system. 
The  accident  had  occurred  in  one  of  the  explosives  works  of  the  State  and  was 
due  largely  to  the  use  of  an  ingredient  in  the  manufacture  of  powder  which 
increased  the  hazard  and  which  the  other  powder  plant?  for  this  reason  did  not 
employ.  The  accident  resulted  in  compensation  claims  amounting  to  over  $10,000, 
which  amount  is  of  course  to  be  borne  by  the  manufacturers  of  explosives  collect- 
ively. It  needs  no  argument  to  demonstrate  the  probability  that  the  influence 
of  those  manufacturers  of  explosives  who  do  not  employ  the  dangerous  ingredient 
will  be  exerted  to  have  its  use  discontinued. 

There  is  every  reason  to  believe  that  results  similar  to  those  in  Germany 
would  be  attained  in  this  province  under  the  proposed  system  of  assessing  employers 
in  groups.  If,  as  proposed,  facilities  are  afforded  for  the  formation  of  employers' 
associations,  these  will  beyond  doubt  have  a  large  influence  in  reducing  the  accident 
rate  by  making  rules,  standardizing  machinery  and  otherwise  promoting  safety;* 
but  even  were  such  facilities  omitted  employers  would  probably  find  means, 
within  the  different  groups,  of  combining  for  co-operative  effort  in  accident 
prevention. 

Another  factor  in  the  matter  of  accident  prevention,  one  which  docs  not 
appear  on  a  casual  examination  to  have  any  bearing  upon  it,  but  which  has  been 
found  to  be  in  fact  of  the  greatest  importance,  is  the  question  of  the  actuarial 
plan  adopted  in  compensation  insurance.  The  subject  is  discussed  in  euocoeding 
page«»,*  but  it  should  be  observed  here  that  one  of  the  greatest  means  of  inducing 
preventive  activity  is  the  rapid  rise  in  insurance  rates  involved  in  the  current 
cost  plan  of  insurance. 

It  is  submitted  that  the  greatest  possible  care  should  be  given  to  the  eeleetion 
of  those  features  of  other  systems  which  have  been  found  to  exercise  any  influence 
in  promoting  the  prevention  of  accidents,  and  that  other  considerations  must 
wherever  necessary  give  way  to  this  feature. 

•  Rep.  Fed.  Com.  U.S.,  116. 

"8.  ft  E.,  99;  Rep.  Fed.  Com.  U.S..  104.  1,432;  F.  ft  D.,  138;  Cd.  2,458,  p.  83. 

•  See  Interim  Rep.  Ont.  Com.,  175,  and  poet,  p.  84. 

•See  account  of  accident,  post,  p.  78;   see  also  correspondence,  with  reference  to 
Cbehalls  explosion,  post,  p.  79. 

•  S.  ft  E.,  285.    See  Interim  Rep.  Ont  Com.  328,  344. 
*9ee  post,  p.  63. 
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8$eond:  B§ii$f  tk&M  b^  pro9id4d  in  #Mry  oim  of  mjwy  mritimg  out  of 
mduttrial  aeddont  Sveh  roliof  ihtnUd  net  6$  comiingomi  upon  proof  of  fault  on 
ih$  part  of  the  $mployer,  hui  from  eoroUoomom,  iflfiimiii  or  inUntional  wrong 
on  the  part  of  tko  workmmk  okoM  bo  pomalii$i  im 


Under  the  oldtr  kpd  qriUmi,  contintoUl  m  wtU  u  Eogluli,  the  ability 
of  t  workmen  to  reoofer  damagee  for  injury  dtpeDdad  upon  hie  ability  to  prove  the 
injury  to  here  been  caneed  by  the  fault,  or,  to  uee  the  technical  term  of  Englieh 
law,  the  negligenco  of  the  employer.  The  rule  at  to  the  liability  of  the  employv 
wee  no  different  from  the  general  rule  applicable  to  all  penoniy  namely,  that  a 
man  ahould  not  be  held  anawerable  in  damagea  for  tirmtthing  DOi  hie  fault 
Attempta  hate  been  made  to  reconcile  the  modem  doctrinea  of  workmen'e  eompwai 
tion  with  thia  older  principle.  It  haa  been  implied,  if  not  expreealy  urged,  that  the 
employer,  baring  brought  into  ezittenoe  and  operation  modem  induatrial  applianoee 
and  methoda,  haa  created  conditiona  which  should  be  imputed  to  hia  fault,  and 
that  he  ahould  therefore  be  held  reeponsible  for  the  reaulta  of  theee  condition!.* 
This  Tiew  assumes  two  untenable  propositions,  namely,  that  modem  industrial  con- 
ditions are  created  by,  and  for  the  exclusive  benefit  of,  employers,  and  that 
industrial  accidents  are  due  entirely  to  these  conditions. 

The  fact  is  that  the  modem  theoriea  of  workmen's  compenaation  are  based 
upon  grounds  of  practical  expediency  and  not  upon  notions  of  abstract  jvatiea. 
The  principal  grounds  are :  In  the  first  place,  the  employer  is  considered  to  be  in 
a  position  to  do  for  the  workman  what  the  workman  cannot,  or  will  not,  do  for 
himself,  namely,  insure  the  workman  against  accidents;  for  even  with  an  increase 
in  wages  corresponding  to  the  insurance  premium  neoeaaary  to  insure  himself, 
the  improvidence  of  the  workman  would  preclude  any  hope  of  hia  voluntarily 
aaeoming  the  burden.  In  the  second  place,  the  employer  being  in  the  poaition  of 
efifrepren«iir  is  considered  to  have  facilities  for  throwing  the  coat  of  compenaa- 
tion upon  the  product  and  to  collect  it  from  the  consumer.'  To  theee  two  con- 
siderations there  may  be  added  a  third,  namely,  that  the  money  wasted  in  disputes 
over  questions  of  fault  in  individual  cases  would  go  a  long  way  towards  provi<ling 
for  compensation  where  no  fault  lay  against  the  employer. 

Without  detracting  from  the  weight  of  theee  considerations  it  may  be  pointed 
out  that  they  do  not  stand  alone  or  unqualified  and  that  the  consideratioiia  of 
justice  which  formerly  governed  are  not  abrogated.  It  is  no  more  just  now  than 
formerly  that  an  individual  employer  ahould  be  held  reaponaible  for  aoaething 
not  his  fault,  nor  that  a  workman  should  receive  damagea  for  injuries  doe  to  hit 
own  fault  It  ia  neither  just  nor  expedient  that  a  workman  should  not  have  hia 
own  caroloamoM  brought  home  to  him.  And  there  ia  a  further  oonaideratioo  ol 
expediency  requiring  the  enlistment  of  the  workmen's  pecuniary  interaat  in  pr»- 
venting  the  occurrence  of  injuries.  In  addition  to  this,  practical  ezpeditncy,  aa 
well  as  justice,  demand  that  the  burden  thrown  upon  the  employer  should  ba 
home  by  employers  collectively  and  not  individually.    With  n^gard  also  to  the 

*  Under  a  rule  analoRous  to  that  In  the  oM  cmee  of  RyUnds  v.  FleCcher.  UR.  S  RI** 
S80.  ao.  €^^  Mr.  Aaqulth.  m  Home  Secreery.  In  IttS.  uaed  the  followtng  worda:  **  Whom 
a  pereon,  on  his  own  recponslhlUtr.  and  for  hie  own  fHroflt,  esCa  In  moUom  agsnclsa 
which  create  risks  for  others,  he  ought  to  l>e  clvUlj  reaponalhle  for  the  eoaeegaeDeee  of 
what  he  doee."  And  eee  similar  argument.  Rep.  ^sd.  Ooas.  VA^  197.  Tide  thssrj  wae 
the  heals  of  eome  of  the  earlier  leglsUitlon  of  Oermany  {e^^  The  Pmaalaa  Rallwaj 
Law.  18S8),  hot  wae  soon  ahandoned. 

*8ee  P.  *  D..  8;  Rep.  Fsd.  Oom.  U.&.  lOSa. 
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theory  that,  as  in  the  case  of  broken  down  and  worn  out  machinery,  so  in  the  caM 
of  the  injury  or  death  of  workmen,  the  loss  should  be  borne  by  the  employer  and 
added  to  the  cost  of  production  as  incidental  to  modern  industrial  methods,  it  may 
be  obseryed  that  the  analogy  may  be  easily  overdrawn.  The  workman  is  not  a 
machine.  An  injured  or  worn  out  machine  may  be  replaced  or  repaired  at  a  cost 
that  can  in  most  cases  be  estimated  with  precision  and  the  machine  in  its  injured 
state  is  still  the  property  of  the  employer  and  may  be  sold  and  replaced  by  another, 
for  the  purchase  of  which  the  markets  of  the  world  are  open.  The  freedom  of 
contract  and  volition  on  the  part  of  the  workman  constitutes  a  vital  difference 
between  him  and  the  inanimate  agencies  of  production. 

The  "professional  risk'*  theory  imputes,  in  reality,  to  the  relationship  of 
employer  and  employee  obligations  and  rights  for  which  the  common  law  affords 
no  real  analogy.  These  rights  and  obligations  arc  social  in  their  nature  and 
involve  considerations  in  which  the  community  at  large  is  vitally  interested.  A 
workmen's  compensation  system  involves  the  merging  of  the  workmen's  private 
right  of  action  against  the  employer  in  the  larger  right  of  the  general  public  to 
have  the  injured  workman  taken  care  of;  or,  in  another  aspect,  it  merges  the 
private  obligation  of  the  employer  to  compensate  the  workman  in  the  larger  obliga- 
tion to  the  public  of  keeping  the  workman  from  dependence  on  charity.* 
The  socialistic  element  in  workmen's  compensation  legislation  is,  of  course, 
freely  recognized.*  It  was  recognized  by  Bismarck  in  introducing  the  German 
Act  of  1880*  and  Joseph  Chamberlain  referring  to  the  English  Act  of  1884,  said: 
"The  Poor-law  is  socialism.  The  Education  Act  is  socialism.  The  greater  part 
of  municipal  work  is  socialism,  and  every  kindly  act  of  legislation  by  which  the 
community  has  sought  to  discharge  its  responsibilities  and  its  obligations  to  the 
poor  is  socialism,  but  it  is  none  the  worse  for  that."* 

The  great  defect  in  the  individual  liability  system  is  that  it  seeks  to  operate 
a  socialistic  doctrine  with  inadequate  individualistic  machinery.  Whatever 
economic  arguments  may  be  advanced  for  a  system  of  individual  liability 
it  is  and  will  forever  remain  unjust  that  an  individual  employer  should 
be  responsible  for  injuries  occasioned  to  a  workman  by  the  workman's  own  negli- 
gence, or  the  negligence  of  another  than  the  employer.  The  rule  of  contributory 
negligence  and  the  fellow  servant  rule  as  embodied  in  the  common  law  of  Eng- 
land are  not  unjust.  If  B.,  an  employee  of  A.,  is  injured  by  his  own  negligence 
or  by  the  negligence  of  C,  a  fellow  employee,  there  is  no  shadow  of  a  foundation 
in  justice  for  a  claim  against  A.  for  damages.  In  order  to  see  the  elementaty 
relationship  A.,  B.  and  C.  respectively  should  be  considered  as  persons  of  co- 
ordinate rank,  say  three  journeymen  carpenters,  but  the  relationship  of  the  parties 
cannot  and  ought  not  to  be  considered  different  if  A.  is  a  wealthy  corporation. 
The  disease  aimed  at  by  compensation  laws  is  an  economic  condition,  not  a  legal 
wrong,  and  an  individual  liability  law  is  an  attempt  to  do  an  economic  right  by 
doing  a  legal  wrong,  an  attempt  which  experience  in  many  countries  has  proven 
unwise  even  as  a  temporary  expedient. 

The  present  English  Act  represents  the  logical  evolution  of  the  principle, 

*  See  statement  of  R.  J.  Gary,  Rep.  Fed.  Com.  U.S.,  139;  see  also  Laband,  Droit  Public 
de  L'Emplre  Allemand,  IV. 

'  See  Brief  of  Carman  F.  Randolpli,  Rep.  Fed.  Com.  U.S.,  1428. 
"See  Rep.  Fed  Com.  U.S.,  952. 

*  Speech  at  Warrington  on  Sept  8,  1886.    See  F.  Ik  D.,  140,  for  answers  to  crlticlAms 
against  German  system  as  socialistic. 
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adopted  in  the  Act  of  1880,  of  taeoring  oompeatfttion  for  workmen  bj  an  exten- 
sion of  the  penonal  liability  of  the  anplojrer.  The  preaent  EngUah  Workman's 
Compensation  Act  la  still  in  asMBoa  an  amplojaia'  liability  act  and  is  in  line  with 
the  older  legislation  of  many  other  countries,  including  Germany. 

Theae  older  Uiwa  were  dirsotad  towarda  the  wiping  out  of  the  ao-callad 
dafencca  of  oontributory  nagliganoa,  oommoB  amplojmant  and  •*"*"»r*  riak  which 
stood  in  the  way  of  the  workman's  recofering  oonpaMaiioB  ladar  the  aomBOO 
law,  and  tlius  extending  the  liability  of  the  amployar.  Bxparianea  aoon  4iowed 
that  with  tlieiie  defences  abrogatad  a  large  percentage  of  industrial  acddenta  still 
remained  uncompensated  aa  being  purely  accJdaiital  and  not  attributable  to  fault 
on  the  part  of  anyone.*  ^peaking  of  the  earlier  Qerman  law  of  1871,  Dr.  Zaebar 
says:  '*The  law  did  not  haTe  the  desired  effect;  it  left  the  vast  majority  of  the 
accidents  (those  occurring  through  the  hazard  of  the  emplojrmant,  or  fault  of  the 
workman  or  fellow-workman)  uncompensated  as  before.''*  The  Ohio  Commission 
also  found  that  "statistical  investigations  show  that  leas  than  twenty  per  cent 
of  the  workingmen  injured  and  killed  have  a  cause  of  action  at  law ;  that  ia,  in  leas 
than  twenty  per  cent  of  the  cases  is  the  course  of  injury  attributable  to  the  negli- 
gence of  the  employer"*  and  that  in  more  than  80  per  oent.  of  all  accidents  to 
workingmen  there  ia  no  remedy  at  all.  In  many  jnrisdictiona  there  atill  rtmaina 
a  nominal  reaenration  against  the  workman  in  cases  of  groaa  rarslassmss  or  wilfnl 
misconduct — a  reaerration  which  amounts  to  little  or  nothing  in  practice*  but 
is  the  last  Testige  of  the  older  common  law  theory. 

Another  form  of  legislation  in  vogue  in  some  jurisdictions,  involving  a 
further  violation  of  principles  of  natural  justice,  was  directed  towards  ahif&ag 
the  burden  of  proof  from  employee  to  employer,  leaving  it  to  the  latter  to  diaprova 
fault  There  is,  however,  a  marked  tendency  to  disregard  entirely  any  contribu- 
tory cause  on  the  part  of  the  workman  where  the  eflact  of  such  a  reaerration  would 
be  to  deprive  innocent  dependents  of  compensation,  the  pervading  thought  in  thna 
sweeping  into  the  net  of  compensation  cases  both  deacrring  and  undeaerving  being 
that  the  money  which  would  be  consumed  in  litigation  and  otherwiae,  ofer  tha 
determination  whether  in  particular  cases  the  compensation  should  or  aboold  not 
be  paid,  would  suffice  to  meet  the  undeserving  cases. 

With  the  qualifications  shove  mentioned,  therefore,  it  is  mbmitted  tiiat  tha 
principle  of  compensating  regardleas  of  fault  should  be  rrcogniaed  aa  tha  baaia 
of  the  system.  Having  laid  down  the  general  principle,  however,  it  is 
to  consider  whst  means  are  open  to  prevent  an  abuse  of  the  system  by 
or  self-inflicted  injury.  Host  systems  withhold  or  reduce  tha  oompanaation  fa 
aaaea  of  injury  arising  out  of  intentional  wrong-doing  or  other  aarion 
There  is  no  doubt  that  misconduct  on  the  part  of  a  workman  andaaferiag  Ida 
or  other  workmen's  safety  should  be  brought  home  to  him  individually,  and  thia^ 
porhaps,  whether  an  injury  has  been  oceaaionad  to  the  workman  or  not  Whether, 
if  the  workman  is  injur^  in  such  a  case,  the  compensation  shonld  be  wboDj  or 
partially  withheld  might  be  left  by  the  Act  for  the  propoead  Commission  to  dadda 
in  individual  oaaea.  Attention  may  he  called  to  the  proriaion  of  tha  Act  of  tha 
State  of  Washington  under  which  for  removing  guards  on  wartiinaiy,  ate.,  tiia 
compensstion  is  reduoad  by  ten  per  cent 

*  Tntorlm  Rep.  Ont.  Oom.,  SSS. 

'Art.  of  Dr.  Zacher,  In  " Haadw5rterbach  der  Staatswtsaenachaflea.'*  Jena,  If  11, 
Vol.  VTII. 

•  Rep.  Ohio  Com..  Pt  I.,  p.  IxmlH. 

«8.  a  B..  tOS;  Cd.  1.208.  p.  66;  P.  *  D..  11. 
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Third:  The  system  of  relief  should  be  adapted  to  cover  wage  workers  in 
every  industry  or  calling  involving  any  occupational  risk,  and  should  not  he 
confined  to  such  industries  as  railroading,  manufacturing,  building,  etc. 

The  experience  of  other  countries  gives  every  reason  to  anticipate  that  any 
system  of  workmen's  compensation  that  may  be  adopted  will  be  ultimately  and 
inevitably  extended  to  include  all  classes  of  wage- workers.  The  English  Act  of 
1897,  which  originally  applied  only  to  seven  groups  of  industries  considered  to  be 
particularly  hazardou.%  has  been  gradually  extended  until  practically  all  occupa- 
tions are  now  covered;  although  the  system  established  by  the  Act  was  very  ill- 
tdapted  for  such  extension.  A  similar  development  marked  the  history  of  the 
German  law,  which  now  covers  all  occupations.  No  reason  can,  of  course,  be 
adduced  except  that  of  temporary  inexpediency,  for  excluding  wage-workers  in 
such  industriefl  as  agriculture  and  horticulture.  The  wage-worker  who  loses  as 
arm  in  a  fann  machine  is  as  much  entitled,  equitably  and  economically,  to  com- 
pensation as  the  workman  who  loses  an  arm  in  a  machine  in  a  factory.  Statistics 
also  show  that  farming  is  one  of  tlie  most  liazardous  of  all  industries.  In  Germany, 
where  general  conditions  differ  very  little  from  those  of  this  country  either  in  the 
relative  hazard  or  in  the  proportion  of  persons  respectively  engaged  in  the  different 
occupations,  between  40  and  45  per  cent,  of  the  total  number  of  accidents  occur  in 
the  agricultural  and  horticultural  industries.  In  the  scliedules  of  accident  insur- 
ance companies  in  this  country  and  in  the  United  States,  farmers  are  classed  as 
extra-hazardous  risks.  Similar  observations  might  be  made  with  respect  to  such 
industries  as  lumbering  and  fi^^hing,  aUhouG:li  these  occupations  do  not  engage 
anything  like  a  similar  proportion  of  workmen.  It  is  a  matter  for  careful  con- 
sideration that  any  system  that  may  be  adopted  shall  l)e  one  that  will  fairly  lend 
itself  for  ultimate  extension  to  all  classes  of  industries. 

At  the  outset,  and  in  order  to  obviate  too  great  complexity  in  the  inception 
of  the  system,  it  might  be  well  to  include  in  the  system  only  certain  classes  of 
employers  and  only  employers  of  a  certain  stated  number  of  persons,  say  three 
or  five;  but  the  system  should  be  so  framed  as  to  permit  readily  of  extension  to 
the  smaller  employers  and  to  all  occupations. 

Fourth :  The  relief  should  he  as  far  as  practicable  hy  way  of  substitution  for 
the  wages  of  which  the  injured  worl-man  and  his  dependents  are  deprived  by  the 
injury.    It  should  as  a  rule  be  periodical  and  not  in  a  lump  sum. 

The  consensus  of  opinion  amongst  authorities  on  workmen's  compensation  is 
in  favor  of  this  principle.*  Wai^e-workers  are,  as  a  class,  unaccustomed  to  tl  e 
handling  of  large  sums  of  money  and  where  compensation  is  paid  in  lump  sums 
it  is  liable  to  be  dissipated  through  extrava<?ance  or  improvident  investment.* 
Experience  in  the  United  States  and  under  the  present  English  Act  has  shown 
also  that  where  compensation  is  paid  in  lump  sums  a  much  larger  proportion  is 
consumed  in  legal  expenses  than  would  be  under  a  system  of  periodical  pay- 
ments.*   The  prospect  of  a  lump  sum  payment  as  the  probable  result  of  an  acci- 

» See  P.  *  D.,  23;  24th  Rep.  U.S.  Bur.  Lab.,  40;  Rep.  Fed.  Com.  U.S.,  887,  943;  Cd. 
2208.  pp.  68.  86:  Cd.  2458.  p.  26. 

■The  Fabian  Society  suggests  that  Compensation  should  always  be  In  the  form  of 
pensions;  becau83  of  the  risk  of  Investment  by  workmen.  Prof.  Mayor's  Rep.  (1900), 
p.  26;  see  also  Rep.  Conf.  Com..  64;  Cd.  2208,  p.  87;  Rep.  Fed.  Com.  U.S.,  Ill,  279. 

*Rep.  Conf.  Com.,  66.    Bulletin  des  Assurances  Soclales  (1910),  Pt.  I.,  p.  136. 


dent  is  alto  a  larger  indaoement  to  lelf-mflieted  injury  than  the  periodieal  pay- 
ment of  a  proportion  of  wages.  Kxperianca  ha%  in  fact,  ahown  that  mott  of  the 
proven  caaea  of  selfinjory  hafa  bean  oecarianad  by  tba  naed  or  desire  for  aa 
immediate  aum  not  available  by  way  of  wagea.  It  baa  been  urged  alao  that  the 
payment  of  the  lamp  sum  eraataa  an  indnoamaiit  for  the  workman  to  live  in  idlo- 
neiB  while  hi^  funds  h^t  inalaad  of  going  baek  to  work  and  earning  what  he  ean«* 
Finally,  except  in  the  caie  of  tlie  death  of  an  injured  workman  it  ia  impoeaibla 
to  entiroate  accurately  tlie  extent  of  tlie  injury.  The  fixing  of  compeaaation  by 
arbitrary  aiiewmcnt  on  the  baaia  of  an  anticipated  petiod  of  incapacity  leans  room 
for  the  danger  that  the  period  haa  been  under-eetiDuted,  and  the  danger,  equally 
to  be  guarded  against,  that  it  has  been  o?er-estinisted«  Both  thaae  diflknltlaa  are 
obviated  by  a  system  of  periodical  payments.  Even  the  EngUah  Act  providea  for 
periodieal  payments  in  certain  cases.  Where  injuries  reault  in  disaWamant  tha 
compensation  is  in  the  form  of  weekly  payments  on  tha  baais  of  half  tha  impair- 
ment  of  the  earning  capacity.  Provision  is  made,  however,  for  the  eommutatton 
of  these  weekly  paymenU,  and  as  a  matter  of  fact  they  are  in  most  eaaea  com- 
muted.' Thia,  of  coune,  nullifies  to  a  large  extent  the  intention  of  the  Act,  but 
some  provision  for  commutation  is  almost  indispensable  in  an  individual  liability 
system  since  the  obligation  of  paying  pensions  for  a  period  of  yearn  should  cre':te 
an  intolerable  burden  for  most  employers'  and  add  to  the  insecurity  of  the  wo'k- 
man.  This  latter  feature  was  recognized  in  England  by  making  provision  for  the  pur- 
chaae  of  Government  annuities  in  commutation  of  periodical  compensation  paymantj, 
which  provision  in  itself  constitutes  the  embryo  of  a  state  insurance  system,  and 
the  inclusion  of  the  principle  of  periodical  paymenta  even  in  its  attenuated  form 
in  the  English  Act  shows  how  far  the  Engliah  Act  has  departed  from  the 
"wergeld"  theory  under  which  the  damages  payable  for  injuries  were  regarded 
as  commutation  of  the  retribution  which  the  injured  person  or  hia  family  was 
considered  entitled  to  mete  out  to  the  injurer. 

Of  the  Oerman  system  Messrs.  Schwedtman  &  Emery  aay:  ''The  advantage 
of  weekly  penaions  for  injured  workers  or  dependents  aa  compared  with  lump 
sum  paymenta  ia  so  thoroughly  fixed  in  the  minda  of  German  theoretical  and  prac- 
tical experts  that  it  is  impoesible  to  find  a  single  advocate  of  lump  sum  pay- 
ments."* Speaking  for  the  American  Federation  of  Labor  before  the  Federal 
Commission  Mr.  Samuel  Gompers  said :  **  I  can  see  that  there  may  pooaibly  oona 
a  time  during  the  life  of  a  totally  incapacitated  workman,  his  condition  bai^g 
due  to  an  accident,  when  a  lump  sum  might  be  of  some  advantage  to  him,  bat  I 
think  it  is  of  much  greater  advantage  to  him  and  his  dapendenta  and  to  aodaty  to 
avoid  risks  of  a  failure  resulting  from  the  investment  of  a  lump  anm.  It  womld 
be  better  and  safer  for  him  and  his  dependents  and  for  society  if  he  were  for  hia 
entire  life  time  saved  from  charity  or  pauperism.  While  it  is  true  that  one  might 
occaaionally  achieve  a  financial  competence  by  reason  of  a  timely  invaatmant  of  a 
lump  sum  of  money,  the  chanoea  are  the  other  way.  I  beUava  that  tha  pvrposa 
of  compensation  is  not  naoaasarily  to  afford  the  opportunity  even  for  snoeaasfal 
entrance  into  business,  but  it  is  primsrily  to  secure  for  the  injured  or  the  work- 
man killed,  either  for  himaelf  in  the  first  instance  or  his  family  in  every  insUnce, 

*Rep.  Conf.  Com..  fS;  Bulletin  dee  AasuraaeM  Soelales  (If  10).  PL  III.,  p,  t». 
"See  Rep.  Fed.  Oom.  US..  111.  111.  ITS. 
"See  Rep.  lU.  Oool,  19. 
•&aB^4f.lM. 
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the  opportunity  of  being  saved  against  charity  or  pauperism.  Once  the  lump  sum 
is  paid  and  invested  in  a  small  business,  or  otherwise,  and  it  is  dissipated  by  a 
failure  to  secure  success,  the  maimed  man  or  his  family  or  dependents  are  no 
longer  entitled — and  justly  so— to  payments  on  the  part  of  the  employer  in  whose 
service  the  injury  or  the  death  occurred.*'* 

There  may  doubtless  be  instances  where  a  lump  sum  payment  wholly  or 
partially  commuting  the  periodical  payment  would  be  advisable.  One  instance 
of  this  would  be  where  an  artificial  limb  or  other  device  was  required.  But  ex- 
perience seems  to  show  that  once  precedents  of  commutation  are  established  it  is 
difficult  to  control  their  extension,  and  while  there  should  probably  Ik?  provision 
for  commutation  at  the  discretion  of  the  administering  board,  such  a  provision 
should  be  surrounded  by  safeguards  adequate  to  prevent  its  abuse. 

As  to  the  basis  of  compensation  payment,  it  is  being  submitted  below,'  subject  to 
certain  considerations,  that  this  should  be  a  fixed  proportion  of  the  impairment  of 
earning  capacity  with  a  certain  fixed  maximum. 

Fifth:  The  relief  shatUd  be  certain.  It  should  not  depend  upon  the  con- 
tinued solvency  of  the  employer  in  whose  service  the  injury  was  sustained. 

The  correctness  and  importance  of  this  principle  is  so  obvious  that  it  re- 
quires no  supporting  argument.  Its  absence  is  the  most  manifest  defect  of  an 
individual  liability  system.  The  Departmental  Committee  of  1904  frankly 
recognized  this  defect  of  the  English  Act,  and  forecast  the  trend  of  future  legisla- 
tion in  a  rather  remarkable  paragraph  quoted  elsewhere.*  As  stated  elsewhere,* 
insurance  under  an  individual  liability  system  fails  where  and  when  it  is  most 
needed.  In  the  case  of  the  small  employer,  where  the  danger  of  insolvency  is 
greatest,  insurance  is,  under  a  voluntary  system,  usually  omitted,  and  in  the  case 
of  the  larger  employer  it  fails  where  the  accident  is  of  a  magnitude  beyond  the  scope 
of  the  limited  liability  assumed  by  insurance  companies  at  normal  premium 
rates.' 

It  need  hardly  be  pointed  out  that  in  the  matter  of  solvency  a  collective 
system  offers  a  vast  superiority  over  an  individual  liability  system.  The  basic 
principle  of  insurance  is  the  spreading  of  loss  over  a  wide  area,  and  the  proposed 
system  would  act  automatically  as  an  insurance  system  under  which  each  employer 
would  be  supported  by  the  whole  class  into  which  for  assessment  purposes  he  was 
placed.  The  only  danger  to  be  guarded  against  in  such  a  system  would  be  that 
of  having  the  classes  too  small. 

The  highest  degree  of  solvency  is,  of  course,  attained  in  a  state  system  of 
insurance  backed  by  the  guarantee  of  the  state.  The  recent  criticisms  of  Dr. 
Priedensburg  upon  the  German  system  point  to  the  possibility  of  the  ultimate 
assumption  by  the  Government  of  full  control  of  and  responsibility  for  the  com- 
pensation now  administered  by  the  trade  associations  of  Germany.  The  present 
system  of  Germany  is  not  a  state  system.  The  state  merely  lends  its  compulsive 
power  for  purposes  of  organization.  Having  compelled  employers  to  organize,  the 
state  steps  aside,  leaving  the  management  of  the  funds  to  the  mutual  associations 

» Rep.  Fed.  Com.  U.S.,  869,  and  see  further  dlscuselon  of  subject,  p.  869  et  seq. 
■See  post,  p.  39. 

•  See  post,  p.  61. 
*dee  post,  p.  45. 

*  See  post,  p.  60. 


and  •MroifiDg  onJj  a  rogoktif*  raptrriikm.  The  tbe  of  tbt  nrnteal 
aflordf  A  giurantoe  of  tolTeoey  fnfBdent  for  ail  prMlioal  pfpoam,  bot  aa 
l>r.  FriadcDabmy  anggwti,  tba  poaMbility  eiiali  that  a  period  of  industrial 
daprattioD  might  rander  tba  tnuW  anoriitiopi  jpcapaMa  of  faUUling  thair  abUfa- 
tiona.  Agaioft  tuch  a  eaotiafHiey  tba  OofwanaDi  of  Qanaaaj  baa  fwwpt'M 
tba  mating  up  of  a  rMerra,  wbiab  bu  oov  laaebad  a  tary  larga  aMout^  by  adding 
a  imall  margin  to  tiie  jearljr  iafvaaoe  rata. 

With  tha  machlnary  for  the  ooUaetion  of  inanraaee  piamiamt  in  tba  boda  of 
tba  ttata  thare  it  not  tha  Mina  naoatiity  for  tba  ailtiBf  up  of  a  melinpiiiij  iaiarf% 
and  tha  tUU  baing  in  a  paaitloD  to  larj  tba  ninmaiij  fundi.  Mid  bofo  bo  oai^ 
ponction  in  aainmlng  a  retponiibilitj  which  afforda  tha  ttroagait  poaiiblo  goar- 
antae  to  tha  workman. 


Sixth:  Tk§  &ma%mi  of  eomponmtum  should  he  definiU  and  asemriamMs 
hoik  to  iko  morkmm  ond  iko  omptoy$r.  Ths  $yiUm  A&uld  omtinly  dioplooo  Ha 
froooni  motkod  of  oompoMOfion  6y  an  aeiion  for  iamm§o»,  ond  iko  aaiplofir 
ikomid  not  h§  ouhjeeM  io  wny  further  or  other  liability  except  in  eoeoi  of  grou 
or  intenOoniol  wrong  on  the  part  of  the  employor. 


On  pQia  aoonomio  gronnda  it  ia  important  that  the  obligatioB  eatc  vpos 
amplojan  should  ba  aa  dafinitelj  aacertaioad  as  possible.  If  the  bnrdan  ia  to  ba 
transferred  to  the  consumer  it  must  be  more  closely  calculable  than  tha  amonnt 
of  a  jury  rerdict.  Tha  employer  should  be  in  a  position  to  place  in  bis  astimitaa 
a  definite  amount  against  sccident  oompenaation  without  being  rabjaetad  to  tbo 
contingency  of  expensive  actions  at  law  in  addition. 

On  grounds  of  economy  also  and  for  the  protection  of  the  workman  bimsalf 
it  is  important  that  the  glamour  of  a  common  Uw  rerdict  with  it«  spacnlatifo 
possibilities  should  be  removed.  So  long  as  there  is  left  open  to  the  workman 
the  opportunity  of  an  indiridual  right  of  action,  with  or  without  tha  option  of  a 
iubeequent  claim  upon  the  compensation  fund,  there  will  remain  tiia  ptnsibiUtj 
and  probability  that  the  workman,  under  the  advice  of  interested  persons,  will 
resort  to  this  speculative  remedy.*  "Compensatory  legislation  ia  inleiidad  to  exdodo 
or  purposely  endeavors  to  discourage,  save  in  exceptions  1  cases,  tba  vm  of  pre-exist- 
ing remedies  at  law.  The  creation  of  a  single  liability  or  a  sin^gla  obligation  to 
contribute  to  a  compensation  fund,  is  the  purpose  and  evident  taodanoy  of  all 
foreign  legislation.  A  single  liability  is  essential  to  tha  aatiafaetory  operation  of 
tba  compensatory  principle  and  its  adoptioii  iboold  tbeiafore  ba  aeoooipaniad  by 
the  repeal,  as  far  as  pofsible,  of  all  othar  laaadias.'**  This  aoMrdi  with  tha 
opinion  of  the  writers  and  authorities  npon  the  subject ' 

It  is  very  important  alao  in  a  system  of  eompnlaory  state  insuinoa  that  tnara 
should  not  be  left  ootalaiiding  any  nncoverpd  liability.  Wban  woA  a  UabOity 
remains,  employers  will  naturally  have  raeoorsa  to  insnranea  to  protect  thaoH 
selves  and  the  very  condition  of  things  which  the  state  insuranea  ayalm  is  iatmdod 
to  prevent  is  again  caUed  forth.  Prom  the  standpoint  of  tfia  aaployti  Iha 
advantage  of  a  compensation  system  such  as  that  propo^  woold  be  largelv  loal 
if  the  older  legal  remedies  were  still  left  available  to  the  workman.    It  may  ba 

•Rep.  Conf.  Com..  114;  Rep.  Mich.  Oom..  Sa. 

'8.  a  B.,  tS4. 

•Rep.  Oonf.  Com..  tH;  see  also  8.  a  B,  7f :  Rs».  IM.  Ooaa.  UA.  la. 
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that  the  other  remediee  would  be  rarely  resorted  to,  and  this  is  sometimes  used  as 
an  argument  against  their  abolition.  But  so  long  as  the  possibility  of  an  action 
at  law  remains  so  long  will  the  workmen  be  tempted  to  resort  to  it  and  so  long  will 
the  employer  be  subject  to  an  insecurity  against  which  he  will  find  it  necessary 
to  insure  himself  and  will  be  solicited  to  do  so  by  insurance  companies.  Such  a 
system  would  not  be  satisfactory  to  the  employers  of  the  province. 

A  difficult  situation  appears  to  have  arisen  in  the  State  of  Ohio  by  reason  of 
the  provision  of  the  Act  of  that  State  which  gives  to  the  employee  the  option,  in 
cases  where  the  injury  was  due  to  the  wilful  act  of  the  employer  or  his  officers  or 
agents,  or  their  failure  to  comply  with  any  statute  or  municipal  regulation  or  the 
orders  of  government  or  municipal  officers,  either  to  apply  for  compensation  to  the 
Insurance  Boad  or  to  bring  an  action  at  law.  Representatives  of  liability  insur- 
ance companies  are  urging,  and  with  reason,  that  under  the  state  insurance 
system  a  very  substantial  portion  of  the  risk  is  left  uncovered  while  under  the 
policies  of  the  private  companies  this  risk  is  assumed.  The  result  has  been  a 
general  indisposition  on  the  part  of  employers  to  enter  the  state  scheme,  to  the 
prejudice  of  the  state  system  in  competing  with  private  companies. 

In  the  State  of  Washington  there  was,  it  appears,  at  first  some  hesitation  on  the 
part  of  employers  as  to  dropping  all  liability  insurance,  but  it  was  largely  due  to 
the  doubt  as  to  the  constitutionality  of  the  Act,  and  has  now  almost  entirely 
disappeared. 

There  would,  of  course,  ^e  no  objection  to  strict  penalties  upon  the  careless 
employer,  but  these  should  not  be  in  the  form  of  an  action  again? I;  the  employsr 
by,  and  for  the  benefit  of,  the  workman.  The  regulations  of  the  Board  or  of  the 
voluntary  associations  would  doubtless  provide  penalties  for  neglip^ence  on  the  part 
of  the  employer  for  breaches  of  statutory  enactments  or  disobedience  to  duly 
authorized  inspectors.  Provision  might  also  be  made  for  proceedings  by  the 
Board  against  an  individual  employer  in  the  case  of  an  injury  due  to  the  wilful 
act  of  the  employer.  But  such  proceedings  should  not  accrue  to  the  benefit  of  the 
individual  workman  and  any  amount  recovered  should  go  into  the  general  fund. 
On  the  whole  it  is  submitted  that  very  little  improvement  can  be  made  upon  tlie 
provision  of  the  Washington  Act  dealing  with  this  feature.* 

Seventh:  The  funds  for  relief  should  he  provided  hy  joint  contributions  from 
employers,  workmen,  and  the  Province.  Employers  and  worl-men  should  pay  in 
»uch  proportions  as  represent  the  number  of  accidents  occurring  hy  reason  of  the 
hazard  of  the  industry  and  the  fault  of  the  employer  on  the  one  hand  and  the  fault 
of  the  workman  on  the  other.  The  province  should  contribute  an  amount  repre- 
senting approorimately  the  cost  of  administration. 

The  only  phase  of  the  subject  of  workmen's  compenpations  upon  which  any 
considerable  difference  of  opinion  exists  is  that  of  contribution  by  the  workman  to 
the  cost  of  the  insurance.*  So  long  as  compensation  was  a  matter  of  recovery  of 
damages  for  fault,  direct  or  indirect,  on  the  part  of  the  employer,  there  was  no 
losn'cal  reason  for  contribution,  but  the  modem  systems  of  compensation  in  which 
all  cases  are  covered  practically  regardless  of  fault  raise  the  question  whether  the 
workman  should  not  contribute  out  of  his  wajres  a  proportion  of  the  insura^^ce 
premium  representing  the  proportion  of  accidents  due  to  the  fault  of  the  work- 
man. 

» Section  9. 

•  See  Rep.  Ohio  Com.,  316. 
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The  diflierexioe  of  opinion  amongit  tiptrt  Mtborttics  m«jr  be  attribated  wjr 
largely  to  the  ftrenuoua  oppofition  of  the  rank  and  fila  of  the  labor  interesU  to  anj 
deduction  of  wagea.*  8obm  of  Um  writan  and  aoUwritiia  vpon  tba  aabjaei  hata 
been  or  are  official  rapreaaBtatifai  of  labor  oifaalationi^  nd  are  natmllj  in- 
fluenced  bj  the  general  attitude  of  tbeae  bodiea.  Other  inveatigatori  who  are  not 
directly  subject  to  thi«  influence  are  aofwihelaaa  artnatad  by  a  tpirit  of  aompwiaa 
to  the  hoetility  of  labor  organiiatiooi  and  by  tlia  aodon  tliat  any  ^tmrnnki  !•- 
Joatioe  will  find  ita  adjuatment  in  the  amoont  of  vagea.  Aa  tba  qoettioB  of  eon- 
tribntion  ia  the  only  feature  of  tlie  subject  upon  which  the  intersila  of 
and  workmen  aerioualy  diferge,  it  is  only  natural  that  tlm  ipirit  of 
hu  found  expraaakm  in  aoma  of  tha  aatabliahed  syatana.  But  not^ 
diapoaition  of  worionan  to  avoid  the  bnrdan,  the  principle  of  joint  oontrOwtidB  baa 
been  reoogniaed  and  embodied  in  a  majority  of  the  syatcnu^  and  woridngmao 
thamaelvea  are  becoming  gradually  edncatad  to  a  broader  Tiew  of  tha  whole  aibileot 

Tha  attitnda  of  tradaa  unions  npon  tha  qneatkm  of  oontributioB  ia  mammM 
upon  by  Profeaaor  Henderson  in  the  following  passage :  **  Obligatory  workingmcii*a 
insurance  baa  been  in  the  past  in  thia  country  connected  with  attempta  to  oompal 
the  workman  to  pay  an  excessive  share  of  the  premiums,  to  break  the  powar  of  tha 
onion  and  alienate  its  members,  and  to  retain  the  equitable  share  of  the  fonds  to 
which  the  men  have  contributed  if  they  leave  the  eenrice  or  are  diacharged.  In 
conventions  the  propoeitions  for  collective  insurance  have  been  championed  by  tha 
aodaliat  faction  and  have  gone  down  in  the  defeat  of  thia  party.  Insoniioa  in  tha 
European  sense  has  never  yet  been  offered  to  our  workmen  in  any  atata.*  Whan  it 
18  shown  that  obligatory  insurance  does  not  mean  abaolute  control  of  employers, 
but  union  of  effort  in  which  both  aides  are  fairly  represented  in  local 
that  the  interest  in  collective  bargaining  remains  untouched;  that 
organisations  are  recognised  and  made  secure  by  suitable  state  au] 
control  and  that  taxpayers,  so  far  from  being  a^ced  to  increaj>e  burdens,  will  be 
aubatantially  relieved  from  many  charity  demand^  it  aeema  likely  that  indtHenaai 
and  antagonism  will  change  to  approval.  Mr.  John  Mitchell  haa  exprcaaed  a 
favorable  opinion  whicli  alnadv  ha.4  won  tho  att^ntioti  and  ATinroral  of  many 
trade-unionists.''* 

The  point  of  view  upon  iiiis  phase  oi  workmen's  coinpenFaiion  vanes  witn  the 
basic  conception  of  the  whole  subject.  "Great  Britain  clinging  to  tha  ^drit  of 
the  poor  laws,  exacta  no  contribution  from  tha  benafieiariea  of  her  old-aga  paoitos 
and  compenfuition  laws.  On  the  continent,  however,  workmen  oontribnla  ta 
eocial  inra ranee  generally  and  in  some  caaea  to  accident  compen«ation.  .... 
Insisting  that  differentiation  from  poor  relief  moat  be  conapicoona  in  Ibct  if 
aocial  insurance  ia  not  to  encourage  pauperism,  we  make  no  dtflcnlty  abovt  tti 
accuracy  in  point  of  law  and  shall,  therefore,  aasume  that  compensation  acta  are 

*  But  see  Rep.  Mich.  Com..  1S4.  141. 

*The  contributory  principle  la  r«icomlaad  In  the  foUowInc 


Norway 4  wMks  waiting 

Sweden ...  to  daya  waltlaa  perloC 

Denmark IS  weeks  waltlna  period. 

Holland IS  weeks  waltlna  period. 

Oermany IS  weeka  waltlBs  period. 

AuttHa 4  wieka  walUag  period  and  !•«  of 

Switaerland 1S%  of  preoitaaw  . 

*  Tnis  la  of  course  not  true  since  the  Acta  of  Waahlnfton.  Okie  and 
*Hender«on.  industrial  Inaurmnce.  Sd  edition,  tl. 


28 

not  to  be  classed  with  paaper  legislation."^  In  other  words :  "  The  British  legis- 
lature intervenes  to  relieve  dependency;  the  German  to  confer  a  right  to  assistance 
in  return  for  contribution."' 

As  a  matter  of  fact,  indeed,  the  original  intention  in  introducing  the  English 
Act  was  that  workmen  should  contribute  to  the  compensation  for  injuries  by  them- 
selves bearing  the  burden  for  the  first  three  weeks.  Mr.  Josepli  Chamberlain  stated 
in  introducing  the  Act  of  1897,  that  the  only  ground  which  justified  the  proposal 
of  tlie  Government  to  make  provision  for  work  injuries  was  the  fact  that  there 
were  a  large  number  of  injuries  that  might  be  presumed  to  incapacitate  the  work- 
men more  than  three  weeks  and  said:  ''If  it  could  be  presumed  that  all  work- 
injuries  would  last  three  weeks  or  less,  I  can  see  no  reason  for  the  interference  of 
the  Government  because  those  are  injuries  for  which  the  workman  might  be 
expected  to  provide  againet  himself."* 

The  German  tystem  has  steadily  adhered  to  the  principle  of  a  long  "  waiting 
period,"  thirteen  weeks.  In  other  systems  the  workman  pays  directly  a  portion 
of  the  insurance  premium  by  way  of  deduction  from  his  wages,  and  the  latest  and 
one  of  the  moet  thoroughly  considered  acts  of  the  United  States,  namely,  tliat  of 
Ohio,  recogniies  the  contributory  principles  by  authorizing  the  employer  to  deduct 
10  per  cent,  of  the  insurance  premium  from  the  wages  of  the  workman. 

WTiile  the  general  tendency  is  for  workmen  to  oppose  and  employers  to  favour 
contribution  from  the  workman,  this  is  not  uniformly  the  case.  In  Germany 
where  the  relations  arising  out  of  the  workman's  contribution  are  best  understood 
the  tendency  is  to  some  extent  in  the  other  direction.  During  the  last  session  of  the 
Beichfltag  an  amendment  proposed  by  employers  and  bitterly  opposed  by  workmen 
was  passed  increasing  the  contributions  of  employers  to  the  sickness  fund  from  one 
third  to  one-half.*  The  motive  of  the  workmen  in  opposing  the  change  was  to 
maintain  their  representation  on  the  management  of  the  association.  There  is 
therefore,  this  further  consideration  in  connection  with  the  question  of  contribu- 
tion that  the  extent  to  which  workmen  participate  in  the  administration  of  the 
system  will  naturally  depend  upon  whether,  and  to  what  extent,  workmen  contribute 
to  the  insurance  fund. 

I>eaders  of  labour  organizations  are  in  fact  quite  free  to  admit  that  their  chief 
objection  to  contribution  is  based  not  upon  principle  but  upon  the  unwillingness 
of  the  workman  to  pay  for  insurance ;  and  that  education  is  likely  to  make  a  jrreat 
difference  in  this  attitude.  It  is  believed  that  the  workmen  of  Canada  and  par- 
ticularly of  the  Province  of  Ontario  will  be  quicker  than  the  workmen  of  most 
other  countries  to  appreciate  the  immense  benefits  of  the  proposed  scheme  and  to 
take  their  proper  part  in  its  maintenance.  • 

Apart  from  experience  and  lo^c,  however,  it  should  be  borne  in  mind  that 
the  great  mass  of  employers  in  the  Province  rec^ard  it  as  of  paramount  importance 
that  workmen  should  contribute  to  the  accident  insurance  funds.  A  syptem 
throwing  the  burden  entirely  upon  employers  would  be  received  with  hostile  feel- 
ings which  would  very  naturally  affect  the  administration  of  the  Act.  It  will 
undoubtedly  make  a  great  difference  throughout  the  Province  in  the  enforcement 
of  the  Act  and  in  the  establishment  and  development  of  the  proposed  voluntary 
associations  for  accident  prevention,  if  the  Act,  instead  of  bein^r  looked  upon  as 
an  imposition,  can  be  launched  with  the  favour  and  even  enthusiasm  of  employers. 

» Brief  of  Carman  F.  Randolph,  Rep.  Fed.  Com.  U.S.,  1428. 

»8.  ft  E.,  10. 

•See  Rep.  Fed.  Con.  U.S..  1092;  S.  Jb  E.,  10. 

•  See  Rep.  Conf.  Com.,  166. 
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The  prindptl  ituoa  tot  oovering  all  xyidmU^  nfudkM  o< 
faulty  ii  that  the  ezpenae  of  detarminatioii  of  tbaae  qmrtioea  is  apeetie  eaaaa  ia 
eliminated.  But  to  throw  tha  antire  ooit  of  ioaiiraiioa  vpon  tha  amplojtr  not  only 
ahocka  tha  wm  of  juatica  brt  phow  tha  workniB  in  •  hwlJiitinf  poaition.  It  ia 
no  doubt  trua  that  on  ita  anannmto  aida  aajr  nonay  eoBftribstloii  om  ftm  part  of  tfaa 
workman  could  ba  workad  out  aa  a  mattar  of  adjuatmant  of  wafia.  it  may  la 
obaarrad  bj  the  waj,  that  this  ia  tnia  in  a  aaaaa  oaofana  to  that  in  tha  argunaDt 
againat  contribution,  for  if  tha  workmao'a  ooBtiibolkm  wove  inoqnitablj  laifa 
it  would  rofult  in  an  increaaa  of  wagaa.  Thara  ia,  bowarar,  a  point  at  whieb  tSa 
•elf  ratpaot  of  tha  workman  beoomaa  involfad*  Ef<an  tha  UMiat  adfaoead  form  of 
•ocialiam  would  not  eeek  to  frea  the  workman  from  all  aanaa  of  raaponafiulitj  lor 
hia  own  actions,  or  to  throw  npon  tha  amployer  or  tha  oommnnitj  at  large  tha 
raaponsibility  of  making  proridon  for  hIa  avary  want  So  long  aa  it  ia  racogniaad 
that  there  are  certain  tilings  which  the  workman  is  expected  to  proride  for  hiaaalf 
out  of  )iis  wagaa,  there  must  be  a  point  at  whieh  tha  ohligationa  of  tha  ampiojfw 
end.  Thia  prindpla  ia  ao  elementary  that  ita  man  atatamant  almoat  oaUa  far 
apology;  yet  thia  Tary  principle  would  be  Tidatad  by  throwing  on  anployaia  tha 
burden  of  compensating  workmen  for  injuries  due  to  their  own  fault  So  long  aa  any 
injuriea  are  due  in  whole  or  in  part  to  the  fault  of  the  workman  elemantaiy  prin- 
ciples of  justice  demand  that  he  should  bear  a  share  of  the  pecuniary  raaponailiility. 

If  the  pecuniary  consideration  were  the  only  one  it  might  be  partially 
counterbalanced  by  the  inconTenienca  of  collecting  the  workman's  portion  and  tha 
irritation  attendant  thereupon.  But  there  are  other  and  weightier  reasons  for  a 
recognition  of  the  principle  of  contribution.  It  will  not  be  seriously  disputed 
that  the  highest  degree  of  cooperative  effort  on  the  part  of  tha  workman  to  tha  and 
of  preventing  accidents  cannot  be  secured  without  throwing  upon  him  soma  diraei 
pecuniary  responsibility.*  If  there  should  be  irritation  attendant  upon  tha  praetiea 
of  deducting  from  wages  a  portion  of  the  insurance  premium,  or  if  than  alkimld  be 
dissatisfaction  with  the  "  waiting  period,**  these  will  serve  to  keep  before  tha  mind 
of  workmen  not  only  indiridually  but  through  their  organizations  to  a  dagna  not 
otherwiaa  possible,  the  interest  of  the  workman  in  systematic  and  acicntiflc  roaHioda 
of  acddent  prevention ;  and  collective  effort  on  the  part  of  workmen  i»  in  fact  aa 
naoaasary  as  collective  effort  on  the  part  of  employers  in  order  to  attain  a  fall 
measure  of  success  in  prevention  of  sccidents.' 

If  there  were  not  to  be  some  form  of  contribution  from  workmen  it  wonld 
be  necessary,  upon  principles  of  elementary  justice,  to  withhdd  compenattion  in 
cases  where  the  injury  was  doe  to  the  fault  of  the  workman.  Tha  propodHoa 
to  compenaate  in  all  caaea  regardless  of  fault  is  logically  contingent  npon  tto 
workman  paying  his  share.  The  employer's  ahara  repraaents  thoae  injnriaa  wlikli 
are  the  reault  of  tha  fault  of  the  employer  or  hia  agents  or  of  the  inkarani  board 
of  tha  occupation.  The  worknuui's  share  repreaents  thoae  injuries  which  are 
due  to  the  fault  of  the  workman. 

There  is  of  course  no  question  that  a  vary  large  number  of  aoddenta  are 
attributable  to  neither  the  fault  of  the  employer  nor  the  intrinric  haaard  of  tba 
industrr.  The  only  question  that  can  ariae  is  aa  to  the  ralatiiw 
The  following  fipire^  sre  given  from  the  statistics  of  Germany  :* 

Bnployeni'  fsuU    .   • • 1T%  par  eaot. 

Workers'   fsult    • Itfl  par  eant 

KmploT^ni'  snd  Workers'  faalt ••••• It      par 

Haiard  of  iDdnstry   •••• •••••    4t     par 

'Rep.  Okie  OomTPart  I!.  IS:  Interim  Esp.  Ont  Oess^  SSi 

•FtMT  fortkar  argiBMoC.  see  Rep.  Ohio  Oom^  Pt  It  »§:  a  A  m,  K. 

•8*  ■..as. 
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Accident  statistics  of  industries  for  the  three  years,  1887, 1897,  and  1907  under 
German  law*  give  the  following  figures : 


Bj  fault  of  employer  . 

By  fault  of  employee  

By  fault  of  both  parties 


(46,000 

1887. 

1897. 

AccldenU) 

% 

% 

% 

20.47 

17.80 

16.81 

26.56 

29.74 

28.89 

8.01 

10.14 

9.94 

Due  to  negligence  of  the  parties 55.04  67.18  56.64 

Due  to  Inevitable  risks  of  the  Industries 

and  other  causes  44.96  42.82  44.36 

100.00  100.00  100.00 

"An  investigation  by  Crystal  Eastman,  a  trained  student  of  this  problem, 
of  377  fatal  accidents  in  the  Pittsburg,  Pennsylvania  district,  classified  the  respon- 
sibility as  follows :  Csuses  attributable  solely  to  employers  or  those  who  represented 
them,  29.97  per  cent;  causes  attributed  solely  to  those  kilHed,  or  their  fellow 
workmen,  27.86  per  cent.;  causes  attributed  to  both  the  above  classes  16.91  per 
cent^  causes  sttributed  to  neither  of  the  above  classes  26.27  per  cent.*" 

The  principle  of  contribution  may  as  above  indicated  be  embodied  in  a  number 
of  ways.  The  most  direct  method  is  that  of  collecting  from  the  workman  a 
proportion  of  the  insurance  premium.  This  is  practicable  only  by  having  the 
employer  pay  the  whole  premium  and  deduct  the  proper  amount  from  the  wages 
of  the  workman.  Another  method  is  to  interpose  a  considerable  "waiting  period" 
between  the  occurence  of  the  injury  and  the  beginning  of  compensation  payments, 
thus  leaving  workmen  to  bear  minor  injuries  either  individually  or  through  col- 
lective first  aid  or  sickness  funds.  A  third  method  is  by  reduction  of  the  scale 
of  compensation,  leaving  workmen  to  bear  individually  a  greater  portion  of  the 
burden  of  all  injuries. 

It  is  submitted  that  the  last  of  these  three  methods  is  the  least  satisfactory." 
It  has  been  urged  that  so  long  as  the  workman  is  not  compensated  up  to  the  full 
amount  of  the  loss  of  earning  capacity  he  does  in  fact  contribute  to  the  extent 
of  the  difference  between  the  full  earning  capacity  and  the  basis  of  compensation. 
But  the  reasons  for  fixing  the  basis  of  compensation  at  one-half  and  two-thirds 
the  lost  earning  power  are  not  connected  with  K\e  question  of  contribution.  For 
obvious  reasons  it  would  not  be  expedient  to  hold  out  to  a  workman  an  undiminished 
income  as  the  result  of  disablement.  If  contribution  were  the  only  consideration  it 
is  submitted  that  it  would  be  better  to  pay  full  compensation  with  contribution 
than  pariial  compensation  without  contribution. 

There  are  thfee  answers  to  the  argument  that  the  difference  between  the 
basis  of  compensation  and  full  earnings  constitutes  a  sufficient  contribution  from  the 
workman.  In  the  first  place  the  100  per  cent,  "earning  capacity"  of  the  work- 
man is  usually  based  arbitrarily  upon  the  wages  which  the  workman  was  receiring 
at  the  time  of  the  injury.  But  if  the  workman  had  not  been  injured  there  is 
no  human  probability  that  he  would  have  earned  full  wages  to  the  time  of  his 

*  Rep.  Fed.  Com.  U.S..  732.  See  also  Rep.  Ohio  State  Bar.  Ase'n.  Vol.  XXXII..  p.  100; 
Rep.  Ohio  Com..  Pt  I.,  p.  xxlx. 

"For  further  reference  to  questions  of  fault,  see  Interim  Rep.  Ont  Com.,  314  et  seq., 
363,  et  seq.:  Rep.  III.  Com..  36,  79;  Bulletin  74  U.S.  Bur.  Lab.,  120;  Bulletin  U.S. 
Bur.  Lab.,  No.  92.  pp.  2,  3,  60,  65. 

•  See  S.  4b  E.,  66. 
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d«ath,  «o  timt  th%  workmAii'a  actual  lots  cannot  be  reckoued  ui>od  a  loo  per  c«nt. 
badf.  In  the  second  place  the  compenaation  would  place  the  workman  bejond 
farther  contingency  of  loaa  of  aaming  capacity  by  reaaon  of  injury  from  other 
eauaaa  or  of  aicknaaa.  Tba  oompoMatioa  would  eonatitatt  an  aauid  ineoma  not 
•nbjact  to  contingODdai  of  iiahiaii^  old  ag^  or  wcmmfkjmmt  and  would  mdar 
inturanoe  againat  thoie  unnec««ary.*  In  the  third  place  the  workman  ta  beinf 
paid  while  not  producing.  Compenaation  cannot  be  put  on  tha  itaa  baab  aa 
wages.  Wagea  are  the  price  paid  for  aenrioe  actually  randarsd.  A  system  whieh 
would  pbca  the  non-productive  individual  by  tha  aoridant  of  iooapadty  on  tha 
same  plane  aa  the  productive  workman  would  be  an  acooomlc  anomaly.  Aa  to 
thia  pbaae  of  the  subject  Dr.  Zacher  haa  aaid:  'The  limitationa  of  the  penaioo 
for  complete  induatrial  incapacity  to  two-thirds  of  the  annual  earnings,  as  in 
the  case  of  most  government  pensions,  is  justified  by  the  fact  that  the  tima  which 
every  workmen  unavoidably  losea  through  unemployment  and  the  coat  of  working 
clothes,  tools,  etc.,  must  be  deducted  and  that  injuriea  cauaed  by  the  workman'a 
own  fault  are  compensated  with  the  rest/** 

A  much  more  equitable  and  at  the  same  time  more  salutary  method  of  con- 
tribution is  through  a  ''waiting  period"  immediately  following  the  ocenrranca  of  tha 
injury,  during  which  period  no  compenaation  is  paid.  One  purpose  of  a  waiting 
period  ir  the  prevention  of  simulation  an<l  malingering.  Theee  evils  donbtlaae 
exist  in  every  system  of  workmen^  (om}>cniiati()n,'  and  one  of  the  great  proUama 
ia  to  reduce  them  to  a  minimum.  The  elimination  of  Emulation  is  important,  not 
only  in  the  interest  of  economy  but  because  of  the  demoralizing  effect  producad 
upon  the  working  clase  and  the  stigma  thrown  upon  the  whole  syi^tem  by  sucoeasfol 
imposition.  Accordingly  every  sy«tem  of  workmen's  compensation  withholds  com- 
pensation for  trifling  injuries  whose  effects  do  not  last  beyond  a  week  or  two.  By 
this  meana  a  considerable  saving  of  administrative  work  is  effected  and  simulation 
prevented  in  the  form  most  readily  practicable.* 

The  danger  in  fixing  a  waiting  period  as  a  form  of  contribution  ia  that  ita 
function  aa  such  is  liable  to  be  disregarded  or  forgotten  in  favor  of  its  function 
aa  a  preventive  of  simulation.  And  arguments  are  very  likely  to  be  advanced  wgjdaai 
the  ''injuHtiie"  of  witliholding  compensation  from  workmen  for  so  long  a  period. 
So  in  England,  even  before  Mr.  Chamberlain's  Bill  passed  the  House  the  period 
of  three  weeks  was  reduced  to  two  weeks.  In  1906,  in  spite  of  tl^e  recommen^tkms 
of  the  Special  Parliamentary  Committee  against  it,  the  period  waa  further  ledaead 
to  one  week  with  proviaion  that  where  the  injury  incapacitated  tha  workman  for 
more  than  two  weeks,  compenaation  ahould  commence  from  the  beginning.  In 
the  discussion  of  the  amendments  the  propriety  of  the  workman's  bearing  soma 
ahare  of  the  accidents  was  apparently  entirely  loat  eight  of  and  the  only  coneider»» 
tion  waa  the  intloence  of  the  proriaion  upon  malingering  and  aimulation. 

A  very  aatiafactory  aolution  of  the  problem  of  a  waiting  period  whieh  would 
supply  at  the  aame  time  an  avenue  of  contribution,  a  check  upon  aimulation,  prompt 
and  adequate  surgical  and  medical    aid    and    an    indoconent  to  eo-opmftkm 
between  employer  and  workman  waa  suggested  in  the  draft  Act  submitted  by  the 
investigating  commission  of  the  State  of  Washington.    This  was  a  first  aid  fend 

*  lataiim  Rsi^  Oat  Cool,  SST. 

•Haadwartertaeh  «er  Btaatawlaasaacfcaffn.  Vol  Till.,  p.  U,  Jeaa,  if  11. 
•BuUeCta  dee  laaaraaesa  Soelalse,  Itee.  No.  B.  tei:  Bap.  Pad.  Cool  U^  lOl;  La 
France  Judlelara,  Mar.  IS.  ».  U:  VIII.  OoBgreas  6m  Aswiranese  Sodalsa,  ISS.  790. 
•&  A  Bm  S90:  Repi  PM.  Ooa.  U.a.  84:  Jooraal  of  iBearaaee^  laatltete  of 

ieoe-10.  p.  6f :  p.  «  d..  isa.  od.  tsee.  p.  n. 


which  would  fill  up  the  gap  left  by  the  waiting  period  and  provide  a  "buffer'' 
fund  out  of  which  hospital  and  surgicall  expenses  would  be  paid  where  necessary, 
as  well  as  compensation.  The  principle  of  this  fund  was  in  a  measure  that  of 
the  German  sickness  fund,  but  instead  of  thirteen  it  was  to  cover  only  three 
weeks.  The  fund  was  to  have  been  raised  by  equal  contributions  from  employers 
and  employees,  the  employees'  portion  to  be  deducted  from  wages.  The  scheme 
was  supported  by  the  labour  interests  but  some  opposition  was  encountered  from 
employers  in  less  baiardous  occupations  who  objected  to  paying  at  the  same  rate 
IB  that  of  the  more  hazardous  industries.  In  the  haste  of  the  legislative  session 
it  was  found  impossible  to  reform  the  scheme  and  it  was  dropped  from  the  Act 
with  a  view  to  its  later  incorporation  by  way  of  amendment.  In  a  report  issued 
by  the  Industrial  Insurance  Commission  which  is  in  charge  of  the  administration 
of  the  Act,  covering  the  first  few  months  of  operation,  the  immediate  creation  of 
such  a  fund  is  strongly  urged  upon  the  legislature.^ 

The  equitable  proportion  of  the  cost  of  insurance  to  be  borne  by  workmen 
would,  according  to  the  statistics  above  shown,  be  from  25  to  30  per  cent.  If  it 
is  decided  that  the  contribution  shall  be  direct  it  is  submitted  that  the  Act  should 
name  a  definite  proportion  with  a  direction  to  the  employer  to  deduct  the  proper 
amount  at  stated  periods  from  the  wages  of  the  workman.  If  the  first  aid 
fund  pJan  is  adopted  the  contributions  should  be  so  arranged  that  the  workman 
would  bear  his  proper  share  of  the  total  cost  both  of  first-aid  and  compensation 
proper.  If  sickness  insurance  or  other  benefits  were  to  be  included  in  the  scope  of 
the  society,  the  proportion  of  contributions  could  be  fixed  accordingly. 

With  reference  to  the  portion  to  be  borne  by  the  State  it  is  submitted  that 
this  should  cover  the  cost  of  administering  the  system  so  that  practically  the 
whole  of  the  contributions  to  the  fund  should  go  to  the  relief  of  the  injured  work- 
men and  their  dependents.*  The  withdrawal  from  the  courts  of  the  work  of 
adjudication  wiH  mean  a  considerable  saving  in  the  expense  of  adminii^tration  of 
justice  already  borne  by  the  province.  The  provision  for  the  needs  of  injured  work- 
men and  their  dependents  will  also  relieve  to  a  very  large  extent  the  burden  now 
borne  by  the  general  public  by  way  of  poor  relief  and  charity.*  In  most  modem 
compensation  systems  these  features  of  workmen's  compensation  are  recognised 
and  the  state  itself  bears  a  portion  of  the  expense  of  the  system.  In  some  systems, 
as  for  instance,  that  of  Switzerland,  the  state  in  fact  contributes  a  definite  pro- 
portion of  the  insurance  premiums. 

Eighth :  The  system  of  relief  should  he  such  as  to  secure  in  its  administration 
a  maximAxm  of  efficiency  and  economy,  and  as  large  a  proportion  as  possible  of 
the  money  conirihuted  should  he  actually  paid  out  in  compensation. 

This  principle  which  is  of  the  most  obvious  importance  is  in  many  juris- 
dictions the  most  consistently  ignored.  There  are  now  available  abundant  statistics 
to  demonstrate  the  relative  efficiency  of  the  different  systems  of  compensation  In 
performing  their  intended  functions.  The  German  collective  system  represents  an 
efficiency  of  87.2  per  cent.,  only  12.08  per  cent,  being  taken  up  in  expenses  of 
administration.*    Other  European  systems  range  from  80  to  90  per  cent.     In  the 

'  See  post,  p.  85. 

'Rep.  Mich.  Com.,  134;  Rep.  Ohio  Com.,  Pt  II.,  p.  816. 

'Hep.  Ohio  State  bar.  Ass'u.  XXXII.,  p.  123;  Rep.  N.T.  Com.,  81;  Rep.  Ohio  Com., 
Pt.  II..  p.  208. 

•S.  and  E.,  47. 


8Ut«  of  WtshingioD  the  oott  of  tdminutrttion  for  Ui«  ftrit  six  moothi,  vhicb 
it  Diturally  hetTier  thtn  it  will  bo  for  tbo  future,  baf  been  well  within  15  per 
cent,  of  the  oompeiiMtion  peymentA.' 

The  individnal  liabilitj  qrttani  od  the  other  hand  ahov  a  ywy  Urft  proportion 
of  waste  in  conrejing  the  moooy  contributed  bj  the  emplojer  to  iojored  wwkman 
and  their  dependentJ.'  Recent  ftatiitica  of  the  Board  of  Trade  in  Kogtand  giving 
flgnree  of  the  baiiiieii  of  liability  JBaoranca  compaBiea  iodieata  tha  adminia&alifo 
waate  of  the  Engliah  ayttam  and  abow  that  while  thaaa  conpaniaa  have  baaii 
operating  at  a  net  l^ea,  a  veiy  large  proportion  of  the  money  paid  ia  bj  the  liability 
ininranoe  pfeminna  huaa  bean  oonaowed  in  expanaat  of  litigation  and  commiaiiona 
on  bofineie.*  Beeaoie  of  dreoitj  of  liability  nnder  the  Engliah  ayatama  and  tho 
method  of  adjiutment  of  rlaiinft,  therfi  ia  a  further  watte  which,  it  ia  ^Ij^I^M^ 
brings  tha  affloiency  of  the  Engliah  Act  down  to  the  neighborhood  of  60  par  cant. 

Stallatiea  gatberad  by  Tariooi  oommis-iona  in  the  United  Statae  ebov  that  in 
that  conntry  laia  than  twenty- Ato  per  cent  of  the  money  paid  in  liability  inaoranca 
piamimna  actually  reaebaa  the  injured  workman  or  hia  dependents,  the  raet  being 
aonaumed  in  azpenaea  of  litigation,  aoliciting  boainaaa,  profita  and  aipeoaae  of 
administration/  It  is  fair  to  aitome  that  liability  insurance  in  this  prorince  would 
•how  much  the  same  percentage  of  waste  aa  in  the  United  States,  and  no 
qratam  of  individual  liability  could  probably  be  expected  to  produce  mnch  bettor 
results  than  those  shown  under  the  English  Act. 

The  aggregate  pay-roll  represented  by  the  Canadian  Manufacturers'  Aaeoeu^ 
tion  in  Ontario  is  about  $150,000,000.  On  the  baaia  of  two  per  cent  the  insuranco 
premiuma  of  the  members  of  the  Association  would  amount  to  $3,000,000.  There 
ia  every  reason  to  believe, that  under  an  individual  liability  system  on<vhalf  of  thia 
amount  or  $1,500,000  would  be  wasted  for  members  of  the  Association 
without  accounting  for  manufacturera  who  are  not  members  of  the 
or  for  employers  in  other  occupations.  The  greater  part  of  this  money 
be  saved  either  for  employers  or  for  workmen  by  the  elimination  of  the  circuitoua 
liability  involved  in  the  individual  liability  system. 

Ninth:  The  procedure  for  the  adjustment  of  claims  should  he  as  f^r  m 
possible  dissociated  from  the  regular  courts  of  law.  It  should  he  simpU,  aoJ 
Oflculaied  to  involve  in  its  operation  a  minimum  of  friction  bait 
amd  employee. 


The  largest  item  in  the  expense  of  the  present  system,  and  a  very 
able  item  in  all  individual  liability  systems,  is  the  expanse  connected  with  the 
adjustment  of  claims.  The  Isrger  portion  of  this  expense  cooaiata  of  oowaa  ol 
legal  feea.  In  a  system  where  compensation  depends  npon  tile  detarmtaition  of 
private  rights  as  between  employer  and  employee, — and  this  is  indispensible  where 
the  riffht  of  the  omplovee  depends  upon  proof  of  fault— a  resort  to  the  courts,  if 
not  inevitable,  is  avoidable  only  with  great  difficulty.    But  in  a  syatca  whara  tho 


*  Per  the  first  tw«lre  months  It  has  bsen  a  llttU  Imb  tbaa  10  per  ceat.    See  poaC,  pi  9L 

•See  poet.  p.  «1. 

' See  F.  A  D.  4S:  ** Up  to  tht  prveent  time  txpeneea  of  wsaansaiSBt  taehidlaa  titla»> 
tlon  and  Adjust  m<»nt.  have  alMorbed  oaehsif  tka  prssitaBM  Tte  laOaatrfee  of  Orsai 
Brtuin  are  thus  paytna  In  pi^mlnma*  If  adjaataiaata  era  latr.  aboat  twiee  tke  aat  eoaC, 
and.  If  not  fair.  tb«x  are  payiaf  la  sipeuasa  wbkfc.  under  tke  Oenaan  ajFvtcm.  hare 
been  oMde  anaeceeeery  many  tlmee  what  weald  enable  all  adjMtsaeate  Co  bt  fair. 
ItheraL** 

«Rep.  111.  OoBL.  t7:  Rap.  P«d.  Com.  UA,  43;  aee  poet.  p.  CI. 
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right  to  recover  depends  largely  or  entirely  upon  the  estabiishment  of  a  claim 
to  a  fund  there  is  no  necessity  for  the  formalities,  and  no  exouse  for  the  expense, 
of  an  ordinary  legal  action. 

In  some  jurisdictions  the  method  of  arbitration  has  been  resorted  to.    This 
method,  however,  maiuta-ins  the  notion  of  a  contest  between  the  employer  and 
the  employee  with  all  the  disadyantagee  attendant  upon  such  a  notion.    In  addi- 
tion to  tliis,  the  court,  being  an  amateur  one,  has  not  the  experience  or  facilities 
which  a  regular  body  would  have  of  dealing  with  the  various  phases  thai  arise.* 
Another  important  consideration  in  determining  the  method  of  adjustment  ii 
the  desirability  of  uniformity.     Under  a  method  of  arbitration,  and  even  under  a 
system  of  judges  or  other  local  tribunals,  there  is  certain  to  be  a  great  diversity 
of  treatment,  even  though  an  effort  be  made  to  adhere  to  lines  of  precedent.    In 
the  light  of  the  criticisms  of  Dr.  Friedensburg'  it  is  apparent  also  that  a  system 
of  local  judges  governed  by  precedent  may  give  rise  to  grave  abuses. 

The  method  pointed  to  by  all  careful  observers  and  adopted  by  many  juris- 
dictions is  that  of  a  special  board  or  tribunal.  Such  a  board  should  of  course  be 
Tested  with  full  jurisdiction  over  questions  of  fact,  and  the  procedure  should  be 
rendered  as  simple  and  direct  as  possible.  It  is  submitted  that  in  the  large 
majority  of  cases  a  full  and  satisfactory  adjustment  could  be  made  upon  written 
reports  supported  by  affidavit.  A  competent  board  of  officials  could,  upon  reports 
of  the  physicians  in  charge,  the  employer  and  the  injured  person,  adjust  most  cases 
in  a  manner  vastly  more  satisfactory  than  would  be  possible  through  the  ordinary 
machinery  of  the  courts.  This  is  the  method  adopted  by  the  Washington  Board 
and  it  is  said  to  work  very  satisfactorily.  It  may  be  added  that  a  wrong  decision 
would,  under  such  a  system  as  that  proposed,  not  be  a  very  serious  matter  as  it 
oould  be  reviewed  at  any  time  and  set  right.  It  would  not  be  a  matter  of  settling 
once  and  for  all  a  contest  over  legal  rights  as  between  two  parties. 

Tenth:  The  system  of  compensation  should  be  directly  associated  with  a 
system  of  inspection  with  a  view  to  the  prevention  of  accidents  and  a  system  of 
prompt  and  expert  medical  attenda/nce  to  mitigate  the  effect  of  the  injuries. 

This  principle  is  really  a  coro'lary  of  the  first  principle,  which  embodies  the 
conservation  phase  of  the  subject  of  workmen's  com])cn:>alion.  The  coWective 
insurance  systems  tend  almost  automatically  to  produce  a  system  of  expert  inspec- 
tion. This  is  of  course  the  principal  reason  for  the  advanced  position  of  Ger- 
many in  the  matter  of  accident  prevention.'  Each  insurance  association  being 
confined  to  some  particular  line  of  industry  there  is  not  only  the  incentive  to, 
but  the  facility  for,  a  system  of  highly  developed  factory  inspection  and  the 
management  of  the  associations  is  in  the  hands  of  those  best  qualified  to  superin- 
tend and  direct  preventive  activities. 

The  individual  liability  systems  provide  no  corresponding  incentive  or  facil- 
ities. Each  insurance  company  bids  for  all  classes  of  business.  Such  inspection  as 
these  oompaniee  conduct  cannot  in  the  nature  of  things  be  as  thorough  as  in  the 
specialized  systems  of  collective  insurance,  nor  has  the  insurfluce  company  the 
same  intimate  interest  in  the  welfare  of  the  workman  or  the  same  appreciation  of 

*  A8  to  litigation  under  English  Act.  see  24th  Rep.  U.S.  Bur.  Lab.,  1512;  see  Rep.  111. 
Com.,  88. 

•See  post,  p.  86. 

•  S.  k  E.,  100,  128. 


conditioiu  under  wlueb  be  worki  m  an  ■nociition  of  «inpk>j»i«  would  have.  Tho 
imuranoe  companj  hit  no  diroet  facilttiat  for  itindanliiing  nuefaiDoiy  nor  any 
means  of  enforcing  regulations  tioapi  l^  a  thraat  to  dadino  or  canoal  tha  policy, 
the  coercive  effect  of  which  would  ba  ftry  alight  Thara  ia  etery  reason  in  fact  why 
the  factoiy  inapection  syttam  ahould  ba  eioaaly  oo^rdinated  with,  if  not  maifed 
in,  the  indoatrial  infuranca  ^yattm.  Tha  inapaotion  would  then  be  iadoead  horn 
within  instead  of  imposed  from  without.  It  would  be  tandiooad  by  all  tha  weight 
of  oo-operatita  andeafor  aa  well  aa  of  substantive  law. 

Another  larga  field  of  conservation  ia  open  in  the  direotion  of  expert  medieal 
attendance  for  the  porpoae  of  preeenring  as  far  as  poeaible  the  industrial  uaafnl- 
nesa  of  the  workman.  Exoallant  reaolta  in  this  line  of  actirity  are  found  in  Oar- 
many.  '^Authoritiea  all  sgree  and  are  fery  emphatic  on  tha  point,  that  immediate 
attention  to  all  injuries  saTee  much  suffering,  many  Uvea  and  limns  and  a  great 
deal  of  money.  This  principle  has  been  recogniaed  by  progreesive  employers  and 
inauranoe  companiea  in  tha  United  States,  but  prompt  relief  is  still  lacking  in  many 
instances.  Under  the  German  law  every  injured  worker  and  his  dependants  are 
taken  care  of  automatically  and  immediately  after  the  occurrence  of  the  accident, 
on  tiia  theory  that  from  a  human  aa  well  aa  an  acooomic  point  of  riew  It  ia- 
moat  important  to  bring  back  every  worker  from  tha  poaition  of  a  consuming 
menilier  of  society  to  that  of  a  producing  member.^*  'The  Bavarian  Building 
Industries  Employen'  Association  establiahed  to  its  own  aatiafaction  that  tba 
expenditure  of  approximately  $8,000  in  prompt  and  expert  medical  attentioii  to 
it«  injunnl  workmen,  saved  approximately  $160,000  in  compensation  expenses. 
A  Vienna  insurance  institution  figured  ihe  net  saringB  in  compensation  due  to  tha 
establishment  of  an  ambulance  and  first  aid  medical  station  to  be  $27,000  in  nine 
months.  An  engine  driver  85  yeaia  old  was  scalded  during  a  wieek.  Tha  attaad 
ing  general  phyaicisn  thought  the  amputation  of  the  left  ann  naotasaiy.  Tha 
amployert*  association  succeeded  through  specialists'  treatment  at  its  own  hospital 
in  saving  the  arm  and  bringing  it  back  to  normal  atrength.  At  tha  time  ol 
accident  the  driver  earned  $330  per  annum— a  few  years  later  $485  par  annnm, 
which  provee  that  hia  earning  capacity  was  unimpaired.  The  amputation  of  the 
arm  would  have  meant  a  cripple  with  lees  than  half  earning  capacity,  and  a  tifa^ 
compensation  of  $150  annually,  equal  to  $8,000  or  $10,000  total  expenaea  to  tha 
Employers'  Mutual  Insurance  Association.  Wc  mi^ht  quota  fifty  similar  caesa 
showing  the  wonderful  results  of  conserving  the  best  reeoofoea  of  tha  nation,  tta 
self-respect  and  earning  capacity  of  her  workers,  by  meana  of  prompt  and  proper 
medical  attention.*** 

For  proviiling  facilities  and  organisation  for  thia  latter  claas  of  eooaerfitioo 
work  no  better  avenue  appears  to  be  open  than  the  proposal  made  by  the  commiasioB 
which  drafted  the  Washington  Act,  namely  of  a  separate  "first  aid  fnnd.*^ 
Of  this  proposal  of  the  drafting  commiseion,  the  report  iasnad  by  the  work- 
man'a  eonpansation  oowmiasion  of  tha  State  of  WmhingtoB  in  fbhriiniy,  Itli^ 
tpeaka  aa  follows:  "The  burning  isaoe  of  the  industrial  aitaatioQ  to-day  is  tha 
need  of  a  first-aid  fund.  When  the  Act  was  discussed  in  the  legialatnre  it 
already  bore  a  provision  for  first-aid,  which  waa  atricken  oat  at  tha  urgent  raqiMt 
of  tha  manufacturers,  who  declared  that  they  daeired  to  ailahlioh  Ifa^  ovn  inl 
aid  funds;  it  waa  also  felt  that  the  law,  revolutionary  as  it  was  in  a  great  many 
respect «,  would  prove  to  be  of  sufficient  burden  without  the  addition  of  a  first- 


•  See  Rep.  Fid.  Oon   n  a,  taa. 

•8m  &  a  ■L.ai. 


See  poet.  p.  7t. 
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Aid  provision.    The  whole  matter  was  therefore  stricken  out  and  the  schedules 

designed  to  accompany  that  provision  were  allowed  to  remain  as  they  are 

It  will  be  seen  that  the  law  provides  simply  for  the  bare  necessities  of  life 

during  disability  or  after  the  death  of  a  workman,  and  the  expense  of  doctor's 
bills,  hospital  dues,  etc.,  is  absolutely  unprovided  for.  It  is  clearly  up  to  the 
employers  and  employees  of  the  State  to  give  this  question  of  first-aid  careful 
and  serious  consideration  in  as  much  as  it  constitutes,  in  the  opinion  of  the  com- 
miasion,  the  most  imminent  problem  in  connection  with  the  administration  of 
industrial  insurance  in  this  State  to-day.'" 

It  is  submitted  that  in  the  administration  of  first-aid  funds  a  different  principle 
might  be  adopted  from  that  in  the  administration  of  the  compensation  fund  pro]>er. 
U  might  be  well  to  afford  facilities  for  placing  the  administration  of  first  aid  funds, 
under  proper  supervision,  in  the  hands  of  such  benefit  societies  as  now  exist  or  others 
which  might  be  created.  It  is  submitted  that  it  would  be  advisable  to  localize  as 
far  as  possible  the  administration  of  these  funds  and  that  possibly  a  system  might 
be  devised  whereby  benefit  societies  would  be  created  covering  either  single  indus- 
tries or  groups  of  related  industries  in  a  particular  geographical  district*  Such 
variations  might  be  allowed  in  their  constitutions  as  conditions  warranted  and 
where  no  such  society  existed  the  central  administrative  body  would  have  very  little 
trouble  in  handling  the  funds. 

Eleventh:  The  system  should  be  such  as  to  secure  the  most  liberal  measure 
of  relief  posnble  without  undue  strain  upon  industry. 

This  principle  is  enunciated  as  a  basis  for  a  discussion  of  the  cost  of  compensa- 
tion under  the  various  types  of  compensation  systems  and  of  the  different  actuarial 
methods  in  fixing  rates. 

The  immediate  increase  in  the  expense  to  employers  consequent  upon  the  in- 
troduction of  a  compensation  system  is,  of  course,  the  most  serious  economic  factor 
from  the  employers'  standpoint.  In  an  industry  running  on  a  small  margin  of 
profit  an  increase  of  even  two  per  cent,  on  the  pay-roll  may  make  the  difference 
between  success  and  failure.  In  addition  to  the  immediate  advantage  to  the  work- 
man in  having  provision  made  for  loss  of  earning  capacity  and  in  addition  to  the 
immediate  disadvantage  to  the  employer  in  having  his  profits  reduced,  it  is  neces- 
•ary  to  consider  a  number  of  consequences  flowing  from  the  imposition  of  an 
undue  burden  of  compensation. 

If  the  burden  placed  upon  employers  in  any  one  Province  exceeds  that  upon 
employers  in  other  Provinces  or  other  countries  whose  products  compete  in  the 
market  with  the  products  of  that  Province,  the  employers  of  that  Province  are  to 
the  extent  of  the  excess  at  a  disadvantage  which  will  necessarily  be  reflected  either 
upon  the  price  of  the  product  or  upon  the  demand  for  the  product.  In  either  case 
the  result  is  a  loss  which  falls  directly  upon  the  employer  and  which  is  shared  more 
or  less  directly  by  the  employee.  Apart,  therefore,  from  the  immediate  advantage 
to  the  workman  and  disadvantage  to  the  employer  it  is  important  that  the  schedule 
of  compensation  should  not  be  substantially  greater  than  that  of  other  provinces 
of  Canada  and  other  jurisdictions  whose  products  compete  with  those  of  our 
industriep.* 

■See  also  statement  of  Mr.  M.  M.  Dawaon,  Interim  Rep.  Ont  Com.,  442. 
"See  Interim  Rep.  Ont  Com.,  196. 
•See  Rep.  Fed.  Com.  U.S.,  29.  89. 
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The  incTMse  in  oxpente  inddtDt  to  the  iotrodoedon  of  a  workmen't  ooi»- 
penjuition  Act  is  indicaUd  by  the  fol loving  toblot  of  flguret  sboving  the  ioerooae  in 
liabilitj  iniaranoe  ratos  after  the  iDtrodncticD  of  the  Ada  in  England,  the  PiotF- 
incef  of  Britiih  Columbia  and  Quebec,  and  the  Statoi  of  New  York  and  Penaeyl- 
Tenia.' 
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STATE   OP  NBfW   YORK. 

The  following  comparison  shows  the  rates  of  employers'  liability  insurance 
before  and  after  the  Workmen's  Compensation  Act  of  190!),  since  declared  uncon- 
stitutional : 


Employers* 
Liability  Uw. 


Workmen's 
Oompensation. 


OarpentrT 

Bridae  Buildina  (iron) 

S Harries  (stone) 
allways  (steam).... 

TonneUina 

Hdnie  omithing 


Ic. 

6  00 
12  50 

7  60 
10  00 
12  50 

626 


The  following  rates  are  taken  from  the  schedule  recently  quoted  by  insurance 
companies  under  the  New  Jersey  Act: 

$  c.         $  c. 

Bakeries 1  25  to  1  50 

Brickmaking 2  00  to  3  00 

Carpentry 2  00  to  3  75 

Blast  Pomaces 4  00  to  5  00 

Glass  Factories 1  25  to  2  00 

Nail  Factories. 2  00  to  0  00 

Quarries 5  00  to  6  50 

Rolling  MilU 3  00  to  5  25 

In  comparing  these  rates  consideration  must,  of  course,  be  given  to  the  rela- 
tive benefits  under  the  respective  sysftems.  Thus  a  recent  report  has  shown  that  in 
England  the  average  compensation  in  fatal  accidents  has  been  about  $750.  What 
wonld  the  rate  have  been  to  give  a  benefit  corresponding  to  that  in  the  State  of 
Washington  !* 

The  probable  increase  in  employers'  liability  rates  which  would  result  upon  the 
introduction  in  Ontario  of  an  Act  giving  benefits  equivalent  to  those  under  the 
English  Act  has  been  conservatively  estimated  at  400  per  cent.'  and  the  rate  of 
increase  which  would  follow  the  introduction  of  a  scale  of  benefits  like  that  of  the 
State  of  Washington  would  be  much  larger.  It  must  be  noted  also  that  recent 
statistics  show  the  absolute  necessity  of  an  increase  in  the  rates  in  England."  An 
increase  in  expense  to  the  employer  such  as  that  indicated  above  would  involve  a 
very  serious  shock  to  the  industries  of  the  Province:  and  the  proposition  of  in- 
troducing a  system  involving  this  expense  would  meet  with  great  opposition. 

Under  the  current  cost  plan  of  insurance  outlined  below*  a  collective  or  state 
insurance  system  could  be  established  at  an  immediate  annual  cost  not  greater  than 
that  of  the  present  liability  insurance  rates.'  Under  this  plan  instead  of  capital- 
izing the  periodical  payments  due  to  the  injured  workman  or  his  dependents  and 
setting  aside  a  lump  sum  to  provide  for  these  payments,  only  the  current  cost  of 
meeting  the  yearly  payment  would  be  assessed  each  year  with  a  small  margin  for  an 

*See  post,  p.  54. 

*8ee  statement  of  Chas.  H.  Neely,  Interim  Rep.  Ont.  Com..  233. 

•See  post,  p.  61. 

•See  poet,  p.  63. 

•See  Rep.  Fed.  Com.  U.8.,  102. 


emergency  reserve  fund.  The  anntul  eeeetfinenU  would  iDcreaae  ae  the  number  of 
dependantii  increeeed  and  Uie  annual  rate  would  onlj  reach  ita  maximum  after  a 
period  of  twentj-flve  or  thirty  jeara.  Thi«  waa  the  actuarial  plan  adopted  in  the 
German  fyatem.  It  representa  a  minimum  strain  upon  preient  indoilfj  and  doca 
not  involve  the  ehock  to  the  economic  fyitem  which  ia  incidental  to  a  tyttam  whtrt 
the  coat  of  compensation  ia  capitalized  at  the  time  of  the  injury.* 

Under  a  system  of  individual  liability  with  ita  attendant  ijalm  of  MtplojanT 
liability  insurance  it  is,  of  course,  nseeasary  al»o  to  capitalise  the  eompeneation,  and 
one  of  the  defeeta  of  the  English  system  is  that  it  produoaa  a  mAximom  strain 
the  industry  by  withholding  from  active  iadaatrial 
of  capital  which  is  held  by  insurance  and  tmat  companiea  to 
tion  payments  or  is  deposited  in  trust  accounta  of  judges  to  meet  future  oom- 
pensation  payments.*  In  fact  one  of  the  complainta  against  the  preaent  Qermao 
iy>tem  is  that  the  margin  of  approximately  9^  per  cent,  of  the  prasiom  fata 
TQgularly  set  aside  for  a  reeerve  fund  is  too  large  and  that  the  capital  Aoald  bt  lift 
in  active  use  in  the  industry/  but  under  a  system  of  trade  associations,  such  as  thtl 
of  Germany,  the  aceumuhition  of  a  reserve  fund  is,  of  oourae,  more  of  a 
than  it  would  be  under  a  system  controlled  and  administered  by 

The  indiridual  liability  system  also,  on  account  of  ita  wasteful] 
the  payment  of  insurance  premiums  approximately  double  thoee  required  to  confer 
correaponding  benefita  under  a  collective  system.  The  question  of  the  amount  of 
benefit  to  be  allowed  by  a  compensation  Act  will,  therefore,  depend  directly  and  wj 
largely  upon  the  nature  of  the  system  adopted. 

Thus  the  amount  of  compensation  to  be  paid  under  a  oompenaation  Act  wiH  bt 
influenced  largely  by  three  considerations:  First,  whether  an  individual  liability 
or  a  collective  or  state  liability  system  is  adopted ;  aecond,  whether  the  capitaliad 
or  the  current  coat  plan  of  inauranoe  is  adopted,  and  third,  wfaelfaer  the  workmen 
contribute  toward  the  insurance  fund  or  not  Subject  to  these  contingencies  and 
^thin  the  limits  impoeed  by  the  ability  of  the  bnaineaa  to  bear  the  fipBntw  of  eon- 
pensaticm  payments  it  ought,  of  course,  to  ailofd  aa  large  a  maiittra  of  vdiaf  m 
poasible  to  the  workman  without  offering  inducements  to  fraud. 

The  usual  basis  for  computing  the  amount  of  compensation  is  upon  the  diminu- 
tion of  earning  capacity.  Where  the  result  of  the  injury  ia  total  incspadty  a  per- 
oantage  of  the  weekly,  monthly  or  yearly  wage  ia  paid ;  and  where  the  ineapacity  ta 
partial  a  similar  percentage  is  allowed  upon  the  impairment  Thia  baaia  appears 
most  just  aa  well  as  convenient  and  preeenta  the  least  temptation  for  malingering 
and  fraud.  Some  syatema  have  adopted  arbitrary  achedules  of  valnea  for  the  IO0 
of  different  portions  or  foaetioDi  of  the  body,  allowing  the  payment  ol  ao  nndi  far 
a  finger,  so  much  for  sn  eye  and  the  like.*  But  the  generally  accepted  basis  of 
compensation  is  incompatible  with  such  a  practice.  The  pervading  idea  of  modem 
•yitema  ia  to  supply  or  eupplament  the  income  destrojred  or  impaired  by  reaaon  of 
the  injury.  The  compeniiition  k  given  by  way  of  making  up  for  loat  c 
rather  than  by  way  of  satiifaetion  or  retribution.*  Two  important 
follow  upon  this  view  of  compensation*  It  follows  in  the  first  place  that  the 
pensation  should  cease  with  the  necessity  for  it    If,  for  'ftftimw^  a  wwhaMui  ia 


*8««  statement  of  Miles  If.  Dawaoo,  Re».  Ptd.  Com.  VJ^  let  cf  sef.«  and  MeC 

ib^  p^  no.  m. 

•8e«  p.  a  D..  SS:  a  a  E^  sot:  R«p.  IVd.  Com.  TTB^  tTt 

•See  a  a  B..  lis. 

•  Set  Rep.  Fed.  Oom.  U.a.  78S. 

*  9t&  ante.  p.  If:  see  also  P.  A  IX.  ».  aod  statciii^Bt  o(  J.  A.  Kaisij.  Rep.  P\id. 
U.a.lOS8. 
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found  after  an  injury  to  be  in  a  position  to  earn  an  income  equal  to  that  enjoyed 
before  the  injury  he  would  not  be  entitled  under  tliis  view  to  a  continuance  of  hia 
compensation.  In  many  cases  an  injury  may  be  the  occasion  of  a  cliange  of  occu- 
pation by  which  earning  power  is  increased,  and  in  such  cases  payment  should 
entirely  cease.  If  a  young  man  by  reason  of  the  loss  of  an  arm  should  abandon  an 
oocapation  invoWing  manual  labour  and  enter  a  professional  occupation,  earning 
a  higher  remuneration  than  he  enjoyed  before,  there  is  no  reason  why  he  should 
remain  any  longer  a  pensioner  upon  the  insurance  fund.  In  some  systems  indeed 
tlie  recipient  is  in  such  cases  required,  when  he  is  in  a  position  to  do  so,  to  refund 
a  portion  of  the  payments  made  to  him  during  incapacity.^  It  is  quite  possible 
that  in  many  cases  it  would  be  more  convenient  and  less  expensive  to  settle  for 
minor  injuries  on  a  lump  sum  basis;  but  considerations  of  occasional  convenience 
may  well  give  way  to  the  expediency  of  maintaining  the  general  principle.*  Another 
result  of  this  view  is  that  in  case  of  death  by  injury,  compensation  is  paid  only  to 
actual  dependents.  Where  no  dependency  exists  there  is  no  reason  for  making  the 
system  a  source  of  profit  because  of  the  existence  of  family  relationship  more  or  less 
remote.  The  occurrence  of  an  injury  should  not  be  the  occasion  for  the  enrichment 
of  persons  not  dependent  upon  the  earnings  of  the  injured  workman.  This  prin- 
ciple is  in  accord  with  the  common  law  rule  and  with  the  statutes  of  the  Province. 
The  above  observations  are,  of  course,  applicable  only  to  cases  of  deprivation  of  in- 
come and  would  not  apply  to  such  items  as  medical  or  funeral  expenses. 

It  is  submitted,  therefore,  that  the  basis  of  compensation  ought  to  be  a  fixed 
proportion  of  the  impairment  of  earning  capacity,  with  a  certain  fixed  minimum. 
Under  the  Act  of  the  State  of  Washington  the  payment  in  cases  of  total  disability  is 
a  pension  of  from  $20  to  $35  per  month  according  to  the  number  of  dependents. 
Such  a  fixed  sum  involves  the  anomaly  that  a  workman  or  his  dependents  may 
receive  as  compensation  an  income  equal  to  or  greater  than  that  enjoyed  before  the 
injury.  At  the  same  time  it  must  be  remembered  that  this  rate  of  compensation 
represents  in  the  case  of  each  capital  injury,  i.e.,  total  incapacity  or  death,  a  capital 
sum  of  $4,000  which  is  on  a  higher  scale  than  has  probably  been  contemplated  by 
anyone  in  this  Province.  It  may  be  found  that  a  scale  of  50  per  cent,  of  wages 
would  bring  the  capital  amount  even  higher  than  $4,000. 

It  is  submitted,  therefore,  that  while  compensation  based  upon  a  percentage 
of  wages  appears  most  reasonable  and  desirable  careful  consideration  should  be 
given  to  the  question  of  the  capital  amount  represented  by  the  scale  of  compensation, 
and  the  fixing  of  a  reasonable  maximum  capital  sum. 

It  is  pubmitted,  also,  that  in  the  case  of  permanent  partial  disability  the  com- 
pensation should  be  a  periodical  payment  on  the  basis  of  impairment  of  earning 
capacity.  This  payment  should  be  adjusted  from  time  to  time  and  should  be 
entirely  withdra\*Ti  when  it  is  found  that  the  workman  is  in  a  position  to  earn 
as  much  as  he  did  before  the  injury.  Where  there  are  no  real  dependents  no 
compensation  should  be  allowed  beyond  medical  and  funeral  expenses. 

Twelfth :    The  system  should  he  such  as  to  afford  some  promise  of  permanency. 

If  the  experience  of  other  jurisdictions  proves  anything,  it  is  that  no  system 
of  individual  employers'  liability  affords  a  permanent  solution  of  the  problem  of 
workmen's  compensation.'    The  English  Act  is  regarded  by  all  observers  as  repre- 

*  See  24th  Rep.  U.S.,  Bur.  Lab.,  2022. 

•  See  24th.  Rep.  U.S.,  Bur.  Lab..  40. 

•For  historical  sketch,  see  Rep.  Fed.  Com.  U.S.,  pp.  110,  111;  see  also  F.  ft  D.,  18. 
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•enting  merelj  a  fUge  in  the  developmoit  of  a  aaUaitctoiy  eompgiiiaHon  ^jtiaiL* 
The  present  demand  in  England  for  a  oompnUory  inanraiioe  ajtlen*  waa  aatidpatad 
in  the  report  of  the  Departmental  Committee  of  1904."  In  tha  ProTinoe  of 
^T  itoba,  where  an  Act  along  the  linei  of  the  BngUah  Act  waa  adopted  in  1909, 
«  r*lr<^r1y  a  demand  for  a  compnlaory  inanmnoa  ajfsten.  Similar  conditioDa 
exiHt  in  other  jariidictiona  where  indi?idaal  liability  ^jitena  hafa  bean  introdaead. 

It  may  be  pointed  out  further  that  tlte  collective  eyatem  of  QermaBy  piomiaaa 
to  develop  into  lometiiing  more  nearly  approaching  a  atate  inanraiiea  mlam.  Tha 
Boai  eogent  of  the  few  conatnietifa  eritidana  of  Dr.  FriadoHteig  polBii  all 
to  an  ultimata  aaaimilation  of  the  farioua  mntiial  aaaodatiooa  of  Otrmaiij 
closer  state  control*  In  Sweden,  likewise,  where  there  ia  a  syalem  of  state  inaar* 
anea  with  the  option  of  ioaoriaf  in  priTata  oompaniea,  Uia  atata  aebaoM  1mm  baas 
gradoally  abaorbing  the  bnaiiiata  of  ita  competitors  owing  to  their  inabilltj  to  oom- 
pete  with  it.* 

Speaking  generally  of  the  systems  of  Europe  Heaara.  Trankal  k  Dawaon  atj: 
'^hera  ia  now  obaerrable  a  strong  disposition  to  compel  emfrfoyera  to  inaiira  and 
either  to  fofcter  the  eatablifihrnent  of  a  state  insurance  dapaitmaDt  aa  a  monoply  or 
alae  to  create  other  obligatory  insurance  fnfltitulions  condnct^d  under  the  snner- 
Tision  of  the  state.*^ 

It  may  be  argued  that  aa  a  coiiecuve  or  sute  insurance  ayaicm  appears  to  be 
the  ultimate  solution  there  should  be  no  objection  to  the  de^opment  of  such  a 
ijyBtem  through  the  stage  of  an  employers'  liability  system.  The  answer  to  this 
ia  that  an  employers'  liability  system  inyoWes  two  large  economic  distarbanoai^ 
while  the  introduction  of  a  collective  or  state  insurance  s^slem  need  infolfe  only  one 

)r  disturbance.  The  introduction  of  an  individual  liability  system  which  mail 
•}\y  he  upon  s  mpitslir^  plsn  would  l>e  in  itwlf,  sa  has  been  pointed  oat, 
a  Tery  direct  and  serere  strain  upon  preeent  industry.  In  addition  to  this  it  would 
in?olTe  the  creation  of  an  immense  employers'  liability  inauranoe  intareit  whick 
Buat  be  wiped  out  upon  the  introduction  of  a  collective  or  atate  ajitaB,  aid  wUeh, 
in  the  meantime  would  stand  in  the  way  of  the  introduction  of  a  collective  or  stale 
aystem.*  Liability  innursncc  comnaniep  recofirnizinir  the  inMshility  of  their  Kosi- 
neaa  must  U'  oe^ajrily  provide  against  it,  and  this  provision  can  be  made  only  by 
way  of  an  increaae  of  the  burden  upon  industry.  In  the  meantime,  alao«  while  tha 
individual  liability  sTfftcm  is  in  operation,  it  entails  a  continuoua  waate  which  is  in 
itself  a  serious  drain  upon  industry.  A  state  or  collective  sjitaui  oo  the  other 
hand  could,  aii  has  been  pointed  out,  be  introduced  with  a  mintmam  aboek  la 
economic  conditions,  and  there  is  every  reaaon  to  anticipate  for  such  a  ij*l*n  a  par* 
manency  which  an  individual  liability  system  fails  to  promiaa. 

*8iM  81  Can.  U  T..  U$;  Od.  ttat,  pi  lit:  extract,  poet,  p.  SI;  IHh  Rep.  V8  Bar. 
Lab.,  un;  Rep.  FM.  Com.  US..  #43. 

*Rep.  FM.  OoaL  U.S.  lis.  117.  also  Interim  Rep.  Oat  Ooau  1T4:  F.  A  D^  44. 

•sm  Od.  nea.  pp.  in.  isi. 

*  Praxis  drr  dttttaehea  Art>rltenrerslchenina.  48;  FHedeastarc  (Gray).  41:  "War^ 
inamen's  Inauranoe  eaa  be  truly  beneflclal  In  Ita  operattoo  only  wbeo.  frat  from  all 
asasfaratlon  and  exeaas,  and  capeclally  from  conadoaa  or  nnnonaclaws  subaarvfeaea  la 
tba  lower  cissess.  It  worka  aa  an  Institution  of  tba  8uto.  as  Impartial  aa  evary 
kIndrH  Inatltutlon.** 

•  F.  a  P..  8S. 
•8«a  F.  a  D..  Ita. 
*8ee  Rep.  Fed.  Com.  U.a..  111. 


43 

ANALYSIS  OF  COMPENSATION  SYSTEMS. 
CLAflsnncATioy  or  OoMFiviATiov  Stitiiu. 


It  hu  been  th«  pnotiot  with  wriim  upon  tbt  mibjMi  oC  fPorkmaa't 
tion  to  cUidfy  th«  lyittnt  of  tbo  different  Joriadietioiit  wHh  rtfomet  to  tko  tjp^ 
of  infuinnce  estiblinhed  under,  or  evokod  hj,  the  ejritem.'  Tbiu  tlio  fjnttiiit  hatv 
been  cltaeified  uoder  fiiofa  heads  at  folnnUry  inggniBCt^  eompoliorj  iBtoranee,  eon- 
pulfory  niutiul  infiinuiee,  eomimlaorj  itatc  infnraiiee,  tUto  adlttatiBtBt  with  frat 
ins urtnce,  free  inniranoe  with  eiate  competition,  free  tDforaore  with  ftate  guirantco^ 
and  the  like.  Thaae  deaignationi  trr,  no  doubt,  deeeriptivt  and  they  art  eartaialj 
laaa  diiin^nuoui  than  the  tery  ingonioui  nomencltture  recently  employed  by  ripiw-> 
tentativei  of  the  liability  insurance  intereeta  in  diecuaeing  the  anbjeet,'  but  they  d» 
not  inTolTe  a  recognition  of  the  Tital  distinctiona  whidi  form  the  real  baaia  of 
elaeeification.  The  real  dietinction  it  not  between  the  daiaei  of  injuranoe  bat  io 
the  incidence  of  the  initial  liability.  Where  the  liability  to  compenaate  the  work- 
man ia  thrown  dircn^tly  upon  the  individual  employer  the  obligations  and  relatione 
created  are  of  a  nature  radically  different  from  those  which  ariic  where  the  liability 
ia  thrown  upon  employers  collectirely,  or  wherathe  liability  is  aasomed  by  the  state 
itself.  And  the  essential  character  of  every  system,  in  theory  and  in  practice,  ia 
determined  by  the  question  which  of  the  three  prbidplea  is  adopted,  iiidi?id«al 
liability,  collective  liability  or  state  liability.  Of  the  three  tho  two  last  are  the 
meet  nearly  akin  and  there  would  be  some  reasons  for  cUssifring  the  different 
systems  uiulrr  two  heads  only,  namely,  individual  liability  and  collective  liability^ 
the  state  lia)>ility  system  being  considered  merely  a  more  widely  diffnaad  form  of 
collective  liability.  There  is,  however,  an  important  distinction  twtween  a  syst«i 
saeh  aa  that  of  Germany  where  the  state  uses  its  compulsive  power  merely  for  tbt 
pnrpoat  of  organisation  and  a  system  such  as  that  of  the  State  of  Waahingto 
whtre  the  state  itself  assumes  the  harden  as  well  as  the  administration  of  the  eo»- 
pensation.  In  practice  it  is,  of  course,  possible  to  operate  a  state  in«unince  system 
in  such  a  manner  as  to  render  it  to  sll  intents  and  purposes  a  collective  liability, 
system.  And  on  the  other  hand  there  is  no  doubt  that  a  collective  liability  sytttoi 
onder  state  compakion  atenrat  by  reaaon  of  the  participation  of  the  state,  a  stabililj 
which  places  it  in  many  respects  on  a  par  with  a  state  liability  system.* 

It  should  be  observed  also  that  the  mere  creation  of  ^te  insurance  facilities 
does  not  fix  the  character  of  the  system  as  a  state  liability  system.  Thus  in  soot 
jurisdictions  the  state  competes  on  more  or  leas  equal  terms  with  private  insnranct 
schemes  for  the  patronage  of  employers  insuring  their  individual  liability.* 

Such  a  system  might  be  described  as  a  state  insurance  system,  bot  it  is  not  ^ 
state  liability  system  in  the  atntt  btit  tmplqytd. 

It  may  be  well  to  define  farther  and  dittii^saiah  the  three  classes  of 
tion  systems,  and  to  enumerate  their  respective  advantages  and  disadvantage: 

•  8m  Cd.  S4aS,  Ik  S:  BulleUn  tO.  VA,  Bur.  Labi.  TSO. 

"Ia  a  nemormndum  aabniltted  before  tht  federal  finsiBilaBlaa.  VA^  bjr 


law  BMBbera  of  tli«  OomaUttte  of  the  (Metal  Ovte  Psdermtlen."  Hie  ladlvfdaal  UaMltty 
of  which  the  mgliei  Aet  ts  a  typ^.  was  apekea  ef  aa  "^rti 
and  other  ayoteaM  er«  rvf«»rr«d  to  as  Btore  or  lea 
of  this  type.  whll«  th«  fart  ta.  as  haa  beta  ebows.  ibac  the  ladl 
ttabOlty  plan  la  BMMt  indirect  in  Its  operation  and  easiplsa  la  lu  relatloaa  and  raalta. 
Rep.  FM  Oom.  VS..  43S. 

*aee.  however,  totter  of  Mr.  Harold  Prealon,  post.  p.  77. 
•  Ifp .  Sweden;  aet  F.  A  D..  SS. 
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Individual  Liability. 

Under  an  individual  liability  system  the  obligation  to  compensate  the  work- 
man is,  as  has  been  pointed  out,  thrown  directly  upon  the  individual  employer  as 
an  element  of  the  relationship  of  employer  and  employee.  The  law  implies  a  term 
in  every  contract  by  whicli  the  employer  assumes  an  obligation  more  or  less  extensive 
to  indemnify  the  workman  for  injuries  received  in  the  course  of,  or  in  connection 
with,  the  employment  The  injured  employee  looks  for  relief  to  hie  employer,  the 
latter  being  Uius  constituted  an  individual  insurer  of  the  workman  against  ac  cident. 
Employers  under  such  a  system  are,  of  course,  permitted,  and  in  fact  encouraged, 
to  insure  themselves  against  their  liability  by  some  form  of  insurance.  The  con- 
tract of  insurance  in  such  cases,  however,  assumes  the  form  of  an  undertukiuf::  on 
the  part  of  the  insurance  company  to  indemnify^  not  the  workman  against  loss  by 
injury,  but  the  employer  against  loss  through  the  enforcement  of  the  workman's 
claim  aga'inst  him  as  employer.  The  circuity  of  liability  thus  established  involves 
many  important  consequences  which  will  be  noted  presently. 

The  chief  exponent  and  tjrpe  of  the  individual  liability  system  is  the  English 
Workmen's  Compensation  Act.  There  can  be  little  doubt  that  the  character  of  this 
Act  was  determined  largely  by  the  absence  in  England  of  facilities  in  the  form  of 
trade  associations  corresponding  to  those  which  were  taken  advantage  of  by 
Bismarck  in  the  German  legislation  of  1884.  And  it  may  be  assumed  also,  that  the 
individualistic  genius  of  the  British  nation  and  the  reluctance  to  accept  Socialistic 
doctrines  and  bureaucratic  methods  had  their  influence.  Wbile  the  English  Act  was 
confessedly  intended  to  embody  the  principles  of  the  German  system  it  was  hoped 
to  render  the  principles  more  palatable  by  avoiding  the  use  of  compulsion.  It  was 
expected  that  the  self-interest  of  the  employer  would  supply  the  necessary  incentive 
to  take  out  insurance.*  The  essential  character  of  the  insurance  thus  induced,  and 
the  essential  departure  from  the  German  collective  liability  principle,  were  per- 
haps not  appreciated.  It  is  needless  to  say  that  the  results  anticipated  of  the 
English  Act  have  not  been  realized  and  that  a  large  proportion  of  employers  in 
England,  and  chiefly  among  those  who  need  it  most,  carry  no  insurance  whatever.* 
There  is  little  doubt,  also,  that  it  was  hoped  under  the  English  Act  to  induce  the 
establishment  of  associations  similar  to  those  of  Germany  but  on  a  voluntary  instead 
of  a  compulsory  basis.*  This  hope  has  been  entirely  dispelled  and  the  tendency 
is  rather  towards  the  extinction  of  those  schemes  which  existed  before  the  passing  of 
the  Act* 

The  English  Act  is  in  essence  an  employers*  liability  act,  and  not  a  work- 
men's compensation  act  in  the  modern  sense  of  the  term.*  By  throwing  upon  the 
individual  employer  a  liability  for  damage  not  due  to  his  fault  it  violates  elemen- 
tary principles  of  justice.  It  is  not  an  accidental  misfortune  that  the  American 
constitutions  render  it  difficult,  if  not  impossible,  to  enact  an  Act  of  the  English 
type.  The  constitutional  provisions  which  create  the  difficulty  are  in  reality 
expressive  of  principles  of  natural  justice.  A  burden  which  may  with  justice  be 
placed  upon  a  group  or  class  may  be  entirely  unjust  when  placed  upon  an  in- 
dividual.* 

•  See  Rep.  Fed.  Com.  U.  8.,  111. 
'See  Cd.  2208.  p.  43. 

•See  Rep.  Fed.  Obm.  U.  S.,  112. 

•See  Cd.  22<y8.  p.  23;  Rep.  Fed.  Com.  U.  fl.,  112;  F.  ft  D..  27,  28,  46;  24th  Rep.  U.  8. 
Bar.  Lab..  1631.  1579. 

•See  Rep.  Fed.  Com.  U.  S.,  110,  111,  270;  Lass,  11. 

•  See  Rep.  Fed.  Com.  U.  S.,  69. 


The  report  of  the  Commiition  of  th«  StaU  of  Wathingtoo  "•peda  of  tht 
indMdiul  llabilitj  scheme  u  follows:  ''Other  Cotniniwiaai  haft  Mmod  to  faf<or 
the  pUcing  of  tho  Uahtlity  direeilj  upon  the  empio3rer»  thet  is  to  aej  they  favor 
flzing  e  aehediile  of  eonpenattioD  to  injwad  worfcrnen  and  their  familiea,  and 
providing  that  in  each  case  each  emplojfer  ahall  paj  the  stated  son  to  the  injiirad 
employee,  or  in  case  of  hia  death,  to  his  family,  and  it  is  eipeeled  (in  iad,  it  ia 
the  case  in  New  York,  where  an  opttooal  lUiuie  waj  thia  year  eoaeled)  thai 
employers  will  then  write  employers'  liability  insaranoe  to  protect  them  in  aoeb 
eaeaa,  and  thereby  distribute  the  borden.  This  plan  has  not  met  with  the  faier 
of  your  Gommlaaion  for  the  raaaon  that  it  still  retains  the  elemenU  of  waste  and 
litigaUon.  It  seems  to  iM  better,  fdr  both  eaploywr  and  eoiplofai^  that  all  the 
money  that  employers  pey  ont  on  account  of  snch  cases  shalK  ererr  cent  of  it.  ^ro  to 
the  injured  workman/'* 

One  fery  aerioiu  difficulty  in  conueeuon  with  a  qrstem  of  inaindnai  tm^kjwn^ 
liability  is,  as  already  pointed  out,  the  danger  of  the  empbytf^a  beooming 
after  a  period  of  years  and  after  the  bniineas  haa  acquired  a  list  of 
pensioners  who  are  being  supported  out  of  its  pay-roll.  In  order  to  meet  thle  condi- 
tioQ  the  English  Act  of  1897  gave  the  workman  a  first  charge  on  any  sum  due  from 
the  inauranoe  company.  The  Act  of  1906  provides  that  in  case  of  the  bankruptcy 
of  an  employer  hia  rights  as  against  the  insurance  company  ahall  rest  in  the  worfc- 
man.  It  needs  only  a  moment's  reflection  to  realize  the  immense  complexity  which 
such  provision  may  give  rise  to.  Take  for  example  the  case  of  a  oommerdal  com* 
pany  which  haa  accumulated  a  number  of  pensioners.  In  case  of  benkripley  or 
winding  up  the  pensions  could  doubtless  be  in  some  way  capitalized  and  aseur^  to 
the  workmen.  But  what  is  there  to  prevent  the  company  from  dispoaing  of  tta 
whole  assets  and  undertaking  without  going  into  bankruptcy?  In  order  to 
this  it  would  be  neceesary  to  give  the  workman  a  preferential  lien  upon  the 
of  the  company,  which  would  follow  the  assets  into  the  hands  of  an  innocent  pw- 
diaaer.  This  again  would  tie  up  the  aaaeta  of  the  company  and  prevent  ihtm 
from  being  aold,  unleas  eome  acheme  could  be  formulated  for  fHaetag  n  leaane  tad 
in  the  handa  of  trusteee  or  the  Oovemment  against  the  clabna  of  penafciBwa.  If 
eadi  a  system  of  liens  were  adopted  a  railway,  for  instance,  would  be  unable  lo 
rnH  any  of  ita  rolling  stock  without  satisfying  the  lien  of  injured  workam  end 
ttieir  dependents.  This  ia  the  fatal  defM  of  andi  ayelema  aa  that  Jvil 
by  the  Congress  of  the  United  Statea.  It  involves  one  of  three 
either  the  compensation  payments  are  subject  to  the  dsnger  of  being  cnt  off  by 
a  sale  of  the  railway's  aasets,  or  the  assets  must  be  subjected  to  a  Hen,  er  tfce 
eapitali»d  vahie  of  the  aaseta  must  be  aet  atlde  in  a  foad. 

The  defects  of  the  individual  liabilitv  srstem  have  atreadr  been  indicated. 
They  may  be  summariaed  u  follows:* 

1.  An  individual  liability  system  aiforus  no  aasurmnce  of  soivency.*  It  fails 
where  and  when  it  is  most  needed,  namely,  in  the  ease  ef  the  amaller  and  move 
improvident  olasaes  of  employers^  and  in  the  case  of  larger  aeddenta  to  the  larger 
employers.* 

*  S^  Rep.  Waata.  Com.,  f. 

•8m  Rep.  Ohio  Com..  PL  h  ^  It:  Be».  Mich.  Oosa^  US.  lit;  Bepw  Ftd.  Ooaiw 
pp.  Its,  tSO^:  P.  a  D..  IT. 

•&  A  m.  i7f. 

•8m  Od.  SS0S.P.  lis. 

*ln  the  ordtDaiT  policy  In  thia  eouBtrj  eoaifaales  ttnlt  tkeir  liability  on  a  slnale 
accident  to  ia.aOO.    For  additional 
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2.  The  individual  liability  system  liandicaps  the  smaller  employer  by  throwing 
upon  him  the  risk  of  being  rendered  insolvent  by  an  accident.*  It  is  on  this  account 
not  adapted  for  extension  to  such  occupations  as  farming,  which  is  in  this  country 
usually  conducted  with  only  one  or  two  employees. 

3.  An  indiTidual  liability  system  affords  very  little  direct  incentive  to  preven- 
tion. The  competition  for  business  renders  it  impracticable  to  classify,  and  dis- 
criminate amongst,  risks  on  the  basis  of  relative  hazard,  the  result  being  that  the 
business  is  bulked  and  the  more  careful  employer  made  to  bear  the  insurance  of  the 
less  careful.' 

4.  Because  of  the  circuity  of  obligation  involved  in  employers'  liability  insur- 
ance the  individual  liability  system  is  extremely  wasteful." 

5.  The  individual  liability  systems  do  not  afford  proper  facilities  for  the 
administration  of  periodical  payments.  The  responsibility  of  making  these  pay- 
ment cannot  well  be  assumed  by  the  smaller  individual  employer,  and  the  constant 
tendency  of  employers  and  insurance  companies  is  to  commute  the  payments  for  a 
lump  sum  and  thus  impair  the  efficiency  of  the  system.* 

6.  The  individual  liability  system  creates  a  hardship  for  certain  classes  of 
workmen  by  militating  against  the  employment  of  older  and  partially  incapacitated 
workmen.* 

7.  The  workman's  recourse  being  in  each  case  against  the  individual  employer 
Bvery  claim  for  compensation  involves  a  direct  contest  inimical  to  harmonious 
relations.* 

8.  The  individual  liability  system  involves  a  violation  of  natural  justice  in 
throwing  upon  the  individual  employer  liability  for  something  which  may  not  have 
been  occasioned  by  his  fault,  but  which  on  the  contrary  may  have  been  occasioned  by 
the  person  making  the  claim.^ 

9.  Experience  shows  that  an  individual  liability  system  cannot  be  permanent 
but  must  apparently  sooner  or  later  give  way  to  a  system  of  collective  liability.* 

10.  The  individual  liability  system  gives  rise  to  an  anomalous  form  of  insur- 
ance prejudicial  in  many  respects  to  the  interest  of  both  employers  and  employeee.* 

11.  An  individual  liability  system  cannot  be  conducted  on  the  current  cost  or 
jtfsessment  plan,  but  requires  a  setting  up  of  reserves  against  future  periodical  pay- 
ments.** 

12.  The  individual  liability  system  even  under  simplified  legal  process  involves 
an  excessive  and  unnecessary  amount  of  litigation." 

Collective  Liability. 

Under  a  collective  liability  system  the  obligation  to  compensate  the  workman 
is  thrown  upon  employers  collectively  in  groups.  The  method  of  grouping  varies 
under  different  systems.  In  Germany  employers  are  divided  into  some  114  groups 
according  to  industries.     In  Austria  the  primary  diWsion  is  geographical,  but  in 

*8ee  Rep.  Ck>nf.  Com.,  19;  Interim  Rep.  Ont  Com.,  165. 

•  See  PAD     136    188 

•See  Cd.  2208,  68.' 86:  Rep.  Fed.  Com.  U.S.,  112;  P.  ft  D.,  16,  17. 
*a.  ft  E..  231;  Cd.  2208,  39.  40;  F.  ft  D..  16. 

•8.  ft  E..  179.  180.  263.  254:  Cd.  2208.  1904.  39;  F.  ft  D.,  16,  16,  48;  Mackenzie  vs. 
Iron  Trades  Emp.  Aaa'n.,  1909.  Scotts  L.  T.,  505. 

•See  F.  ft  D.,  16.  17,  46;  Rep.  Fed.  Com.  U.S.,  727. 

•  See  ante,  p.  19. 

•  See  4Uite.  p.  40. 
•flee  post.  p.  57. 
••See  post,  p.  63. 

"See  S.  ft  E..  207;  Beven  on  Workmen's  Compensation,  4th  ed.,  pref.,  13. 
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ttch  geogiupbicml  district  emplojen  U9  fabdiTid«d  by  indottrii.  Under  tha  Ad 
of  the  State  of  Wa«)iiiigton  the  grouping  is  by  estimated  hazard.  Profiaioo 
if  made  in  all  theee  tjrstemfl  for  hfjing  opoo  empk^fvit  ioMraBee  pvmiant  aooord- 
ing  to  the  haiard  of  the  empbyineBt,  and  out  of  the  fond  tfant  laifled  ttmpmmiikm 
ia  paid  directly.  The  injured  worlunan  looka  for  oompeoeaiioo  not  to  the  indiridiial 
employer  bat  to  the  aaaociatioo  or  groop  of  employera.  Adjudiettiott  k  in  thoee 
qr^eme  merely  a  matter  of  eetabliehing  a  claim  vpoo  the  fond  aad  doae  doI  iafolta 
a  legal  oonteet  between  Uie  employer  and  the  workman. 

The  principle  of  collective  lubility  has  been  embodied  in  a  nnmbar  of  Bai^ 
pean  ayitems  and  in  some  of  the  States  of  the  United  Statae.  The  Aet  laeantlj 
adopted  in  the  StaU  of  MaaMdnMatta  ia  eridanUy  istaodad  Id  amMiy  the  piiDa^^ 
of  the  Oarman  Act  and  ilmilar  Aela  bafo  bean  intiodaaed  la  Mkdrigan  and  V^m 
York.  The  German  system  being  the  oldest  and  most  elaborately  and  sdentifically 
doTeloped  is  usually  cited  aa  the  Upe'  bat  there  are  many  ?ariationa  in  tiie  applies 
tion  in  different  jnrladletioiii^  of  the  bade  prindplea  it  the  German  ejitam.  fl 
ehonld  be  obeerred  that  the  German  system  is  not  a  state  insoranee  eyetaaa*'  tha 
atata  partidpatee  only  to  the  extent  of  compelling  employers  to  organiae.  It  alao 
iwiefe  in  defraying  the  ezpenae  of  compensation.  Having  compelled  tha  amplejen 
to  organiae  the  State  stands  aside  and  acta  only  in  a  sapenrieory  capacity.* 

It  has  been  pointed  oat^  that  the  Act  of  the  State  of  Washington  while  in  fbnn 
a  State  liability  Act  is  in  reality  based  upon  the  same  principles  aa  the  German 
system,  with  this  variation,  that  instead  of  merely  organizing  the  emplojeia  tha 
State  provides  the  machinery  for  administration  and  does  not  leave  tUb  to  aala- 
nomous  action  on  the  part  of  the  various  groups  of  employers.  The  State  doae 
not  fruarantee  the  payment  of  the  compensation  though  doubtlees  a  practioal 
guarantee  exista  in  virtue  of  the  existence  of  madiinery  for  levying  the  eoit 
upon  employers  collectively. 

The  collective  liability  systems  are  uniformly  conceded  to  be  tiia  meet  aatia- 
factory  both  in  theory  and  in  practical  results.  The  type  system,  that  of  Oar- 
many,  is  the  outstanding  example  of  a  successful  solution  of  the  problam  af 
accident  compensation.*  Bepresentatives  of  the  liability  insuraaea  bwiaam  ia 
the  United  States  frankly  admit  the  excellence  of  the  German  tpltrnttf  and  Dr. 
Friedensburg,  whoee  criticisms  of  certain  details  of  the  German  system  hawe  baea 
given  wide  circulation  by  the  liability  insurance  companies  has  dedaied  thai 
he  would  be  a  <<  blind  fool ''  who  would  "  fail  to  lacogntae  that  the  blemiiifi  of 
tha  insurance  system  cannot  be  fully  described  aran  by  the  vie  of  aaiqadlied 
leadation/**  The  advantagee  of  the  collective  liability  syatam  of  fompaaeation 
will  readily  appear  by  a  reference  to  the  disadvantagea  of  the  individnal  liabilitj 
system. 

1.  The  collective  liability  systems  even  without  State  support,  aibrd  a  prao- 
tkal  gnarantee  of  eolvency  becaaee  of  the  wide  incidence  of  the  liability,  tha 
only  danger  being  that  of  having  the  classes  too  small. 


*  See  analrete  of  OeraiaB  STStem.  poaC  p.  SI 

•See  r.  a  IX.  it. 

*  There  Uk  bowewr.  an  element  of  a  8UU  gaaraafee  ta  the 
eat  of  the  provtetoa  for  ths  taklna  over  hj  the  8la*e  ef  the  nhWaetleae  ef 
trade  eeeeelatleaa.  -<f 

•See  peal.  p.  77. 

•a  a  B.«  ts.  14a.  iia.  m.  tts:  f.  a  d..  ist :  aspi  Fs«.  ooei.  n.  au  loi,  ni.  tTt.  i4Sf : 
Oa.  145$.  p.  41:  Re^  Mich.  Ooai..  tS:  Re^  Oeat  Oeau  tl:  Re^  Ohio  Oom^  Ft  IL 


m.  tU:  Cd.  Stea.  p.  tS:  t4th  Re^  Boreaa  of  autledeo.  Hew  Jerecy.  IIS:  4th  apodal 
W  n.  a  Bar.  Lab.,  tta.  ft  ssf. 

•rrledeotbara.  "Praxis  der  Dewteehsa  Arhslterreraichwuaa,  44.  see  peel,  p.  M. 
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2.  Under  a  collective  liability  system  large  and  small  employers  stand  on 
an  equal  basis,  both  in  the  matter  of  rate  and  of  risk.  The  system  would  not 
be  unduly  onerous  on  small  employers  such  as  farmers. 

3.  The  collective  system  has  shown  the  best  results  in  inducing  accident 
prevention.  The  classification  of  employers  in  industry-groups,  creates  a  strong 
incentive  to  co-operative  action  in  the  direction  of  prevention,  the  less  careful 
employers  being  compelled  or  induced  to  measure  up  to  the  standard  of  the  moat 
careful  on  pain  of  paying  a  higher  rate  or  other  penalty.^ 

4.  The  collective  system  is  simple,  direct  and  economical  in  its  operation. 
By  eliminating  the  element  of  contest  between  the  employee  on  the  one  hand, 
and  the  employer  and  the  insurance  company  on  the  other,  practically  the  whole 
of  tlie  waste  is  eliminated  and  the  expenses  of  administration  reduced  to  a 
minimum. 

5.  The  collective  system  affords  the  very  best  facilities  for  administration  of 
payments  by  the  week  or  by  the  month  and  discouragement  of  lump  sum  payments. 

6.  The  collective  system  does  not  afford  the  same  incentive  for  discriminating 
against  older  or  practically  disabled  workmen.  No  rule  supporting  such  a  dis- 
crimination could  be  justified  in  the  face  of  public  sentiment.^ 

7.  The  elimination  of  a  direct  contest  between  employer  and  employee  removes 
a  source  of  friction  and  tends  to  more  harmonious  relations. 

8.  The  collective  liability  system  gives  real  and  effective  recognition  to  the 
doctrine  of  professional  risk  by  placing  the  burden  of  compensation  literally  upon 
the  industry;  and  no  undue  amount  of  unjust  obligation  or  liability  is  placed 
upon  the  individual  employer. 

9.  The  only  systems  which  have  been  placed  upon  any  sound  basis,  and  which 
promise  any  degree  of  permanency  are  the  collective  or  State  systems,  and  expert 
opinion  strongly  favors  the  collective  principle  as  the  only  satisfactory  solution. 

10.  The  collective  liability  system  constitutes  the  purest  form  of  insurance, 
the  risk  being  spread  over  the  widest  possible  area  and  the  payments  of  premiums 
and  benefits  being  absolutely  direct. 

11.  The  collective  liability  system  can  be  operated  on  a  current  cost  plan 
with  its  attendant  advantages — simplicity  and  economy  of  operation  and  tendency 
to  reduce  hazards. 

12.  As  the  employee's  resource  is  simply  against  a  fund  it  does  not  involve 
the  determination  of  any  serious  private  rights  or  liability,  and  elaborate  and 
expensive  legal  process  is  unnecessary. 

State  Liability. 

Under  a  state  liability  system  the  obligation  of  compensating  the  workmen 
for  injuries  is  assumed  by  the  State  itself,  and  the  cost  is  levied  upon  employers 
or  employers  and  workmen  jointly  by  the  exercise  of  the  taxing  power  of  the 
State.  The  workman  looks  for  his  compensation  directly  to  the  State,  and  this 
marks  the  es.>^ntial  character  of  a  state  liability  system. 

» See  P.  A  D.,  138,  139. 

■  Interim  Rep.  Ont  Com.,  407. 
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Attention  ibonld  be  celled  to  the  distiiietioii  between  a  Stete  Uebilitj  fjttem 
end  a  State  insurance  fjatem.  A  etete  ioeiiraiice  tjretem  ie  Dot  neeeiMrilj  e 
itate  liability  lyitem.  The  lav  maj,  aa  it  does  tar  fnefincie  ia  Svedeo,  Mil  ipoB 
the  individual  employer  the  liability  to  oompentito,  (he  etete  at  the  eene  t^so 
providing  an  inaaranoe  inatitntion  in  which  he  may  inenre  himaelf  againat  that 
liability.  Such  a  ayttem  ia  an  isdifidval  liability  ijiiwi  The  eH^loivr  UmiH 
is  individually  liable  for  the  payment  of  the  conpeniition  wheHiar  the  ionfaaea 
ia  compnlaory  or  optional.  Again  the  Uw  may  throw  the  liability  primarily 
upon  the  employer,  and  provide  that  open  payment  of  the  iaevai 
bnt  not  aooner,  the  obligation  to  oompenaate  ahall  be  aaMunad  by  the 
Snch  a  system  might  be  daaeed  aa  a  state  liability  eyHem;  bnt  the  pvrast  tatm 
of  tUte  liability  ia  where  the  itate  itself  aaramee  the  whole  ohliptioo  and 
undertakes  reeponsibility  of  providing  the  neoeeaary  fnnda  bj  eompolaory  collect 
tioB  of  the  inioraDCi  pranioni.  8«eh  a  eyitem  ie  iiiBpliJiil  ia  the  Aei 
of  the  Stete  of  Waahingtoa  whidi  proridee  for  the  peymant  of  eoBpaoaatSoa 
ont  of  a  fund  adminiitered  by  a  Stete  Department  and  collected  by  impodmf 
the  neceseary  ratee  upon  the  pay  roll  of  industries.  The  SUte  of  Ohio,  on  the 
other  hand^  is  a  Stete  liability  system  of  the  optional  type,  and  throws  upon  the 
ea^loyer  a  liability  of  which  even  the  payment  of  his  premiums  to  the  itate 
department  doee  not  wholly  relieve  hinL 

In  some  jurisdictions  the  plan  has  been  adopted  of  leaving  it  optional  with 
the  employtr  whether  he  will  insure  in  the  inatitution  proTided  by  the  itate  or 
ininre  in  iome  private  institution.  This  plan  also  involvca  the  phMteg  al  tha 
primary  liability  to  compensate  upon  the  individual  employer,  thongh  the  pay- 
ment of  the  premium  may  transfer  the  obligation  to  the  inatitntion,  stete  or 
private,  undertaking  the  insurance,  and  relieve  the  employer  from  further  individual 
liability.'  The  Stete  system  thus  operatea  in  competition  with  the  private 
S3rstema,  with  the  natural  reeult  that  the  private  companies  in  many  caaea  offer 
lower  premium  ratee  than  the  Stete  system.  This  is  poenble  only  in  two  ways, 
by  selecting  the  better  riaks  and  leaving  the  poorer  to  the  State  iyatam,  or  by 
running  at  a  loas.  In  liability  insurance  it  is  mndi  easier  to  nm  for  a  period  of 
yean  at  an  undetected  loea  than  in  most  other  claaaea  of  insurance.  Thia  ie  par- 
ticularly the  case  in  a  system  where  compensation  is  paid  periodically  and  epraad 
over  a  len^rth  of  time.  The  ineviteble  result  of  allowing  private  fompaniea  ao  to 
carry  on  buainess  would  be  ineolvenqr  with  the  loea  falling  npon  tiia  fuy 
whom  a  compensation  system  is  designed  to  protect  The  great  and 
difficulty  of  leaving  compeneation  ininrance  of  whatever  type  in  private  handa  te 
that  it  infolvea  the  aaromption  by  tha  Stete  of  an  obligation  mora  oaarooa  thaa 
that  of  eetabUahing  a  Stete  insnrance  syitam*  namely,  that  of  aoparfWag  tta 
private  insurance  inatitntions,  the  form  of  their  polidea  and  the  adequacy  of  thair 
reierree.  The  taak  of  compelling  such  institntions  to  ait  iq»  adecjaate 
preeente  much  greater  difRcnlty  than  the  direct  adminiatvatioQ  of  the 
funda  by  the  Stete  itself.  The  diffWulty  of  Stete  supervision  of  private 
is  ineraaesd  by  the  lack  of  experience  in  thia  da«  of  insnrance  and  tha  tedc  of  aaj 
adaatiBe  baaia  for  rates;*  under  a  plan  of  eonpolaoiy  aannaMBt  npoa  tha 
corrant  ooit  plaa  aiparianoe  ia  entirely  unneccaaary  aad  tha  apacalatfiia  alaBHBt  te 
entirely  diminatad. 

It  muat  alao  be  rmambared  that  one  of  the  chief  advantacee  of  a  State  or 

eolleetive  liability  system  arisee  out  of  ite  siae  and  the  breadth  of  the  baaia  of 

—    -  -  — ' 

*  il.g^  Ohio.  MaMacbuaetta. 
•See  post  Pw  St. 
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insurance  ill  us  rendered  possible.  Where  this  basis  is  divided  with  a  number  of 
otlier  systems  and  organizations  are  multiplied  the  advantage  is  correspondiu^ly 
minimized  and  in  addition  tlie  State  system  is  subjected  to  the  competition  of 
the  private  companies  who  can  afford  to  take  larger  risks  of  failure.  In  the  State 
of  Ohio  at  the  present  time  liability  insurance  companies  are  in  competition  unlh 
the  state  system,  carrying  risks  at  a  rate  in  many  cases  not  more  than  one- fifth 
that  charged  by  the  same  companies  in  other  States  wliere  tlie  compensation  laws 
are  lees  drastic,  but  where  there  is  no  compensation  from  the  state  system.  This 
naturally  prejudices  the  operation  of  the  state  department  and  very  probably  means 
for  the  liability  companies  a  loss  which  must  be  made  up  by  increased  rates  in  the 
other  states.  But  notwithstanding  the  difficulties  and  disadvantages  under  which 
the  state  insurance  systems  of  this  class  have  to  contend,  the  experience  has  been 
that  they  drive  the  private  schemes  out  of  business.*  This  is  the  result  which  may 
fairly  be  anticipated  for  such  systems  as  that  of  Massachusetts,  Michigan,  and  New 
York;  but  in  the  meantime  they  involve  a  condition  of  immense  confusion,  waste, 
and  general  dissatisfaction  for  the  community  in  general,  and  inevitable  financial 
loss  to  the  insurance  companies  or  the  compensation  pensioners. 

The  advantages  of  a  collective  system  are  largely  if  not  wholly  attained  in  a 
state  system,  the  difference  between  the  two  forms  of  systems  being  theoretical 
rather  than  practical.*  If  a  state  system  were  to  be  administered  on  the  same  lines 
as  many  other  departments  of  state  activity  there  would  of  course  be  grave  danger 
of  abuses  by  reason  of  political  and  other  undue  influences.  It  is  uniformly  re- 
cognized that  the  administration  of  a  compensation  s'lould  be  as  far  as  possible 
removed  from  such  influences.  Accordingly  the  approved  form  of  administration 
is  by  commission,  independent,  as  far  as  possible,  of  direct  political  influenca 
Some  jurisdictions  have  gone  so  far  as  to  provide  that  the  members  of  the  commission 
must  not  all  be  of  the  same  political  party.*  In  so  far  as  the  state  system  can  be 
made  thus  independent  it  becomes  practically  equivalent  to  a  collective  system.  In 
fact,  it  has  been  said  of  the  Washington  system  that  it  is  not  so  much  a  state  liability 
system  as  a  system  of  collective  liability  administered  by  the  state.*  The  absolute 
guarantee  of  the  state  is  unnecessary  because  the  stato  has  always  the  means  of 
collecting  the  necessary  funds  by  assessing  employers. 


Analysis  op  Some  Systems. 

While  the  different  systems  of  the  world  can  and  should  be  classified  under  the 
heads  above  suggested  there  is  infinite  variety  in  the  details  and  form  of'  their 
operation.  Below  is  given  an  outline  of  the  chief  features  of  a  number  of  systems 
which  may  be  regarded  as  types. 

The  English  System, 

The  English  workmen's  compensation  Act  is  an  individual  liability  act ;  every 
workman  within  the  scope  of  the  act  is  entitled  to  be  compensated  by  his  employer 
for  personal  injury,  for  accident  "  arising  out  of  and  in  the  course  of  the  employ- 
ment," provided  the  injury  is  not  attributable  to  "serious  and  wilful  mis- 
conduct*' of  the  workman  and  provided  the  injury  disables  the  workman  for  a 

'See  P.  A  D.,  38;  Rep.  Atlantic  City  Conf..  296. 
» See  Rep.  Atlantic  City  Conf.,  300. 
•  E.Q.,  Ohio. 
•See  post,  p.  77. 
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period  of  at  letft  one  week  from  Mraing  full  wa^ai  at  the  vork  tt  which  he  wm 
engaged.  The  workman  looki  di recti j  to  hi«  emplo^rer  for  hii  compeniation.  Pro- 
Tision  U  made  for  employem  relierii^  thenaelvea  of  thair  indindua!  liability  by 
organising  insurance  or  benefit  '^■ehtaea,*'  hot  the  ooaditkma  marroundin^  the 
organisation  and  approval  of  theae  aeh«MB  are  eo  oatfoua  that  praeCkalljr  no 
advantage  hai  been  taken  of  tlie  proTiium;  inetcad  many  employvn  taesro  thtn- 
aelrea  againut  their  liability  by  ''employem'  liability  insanmea,'*  the  iiiAu«iiee 
oompaniea  engaging  for  a  ipectfic  rate  baaad  upon  the  pay  roll,  to  indemnify  the 
employer  againat  liability  in  reapect  of  aocidenta  that  occur,  and  to  aaiiima  tho 
defence  of  any  proceeding*  that  may  be  brought  agaiuft  tlie  employer  to  eoforaa 
compenaation. 

All  oocupationa  are  oovvrad  by  the  Act^  but  an  amptioii  ia  mida  of  («)  peiaoM 
not  employed  in  manual  labor  whoae  remuneration  exoeeda  £f50  per  year;  (h) 
peraona  whoae  employment  ia  of  a  eaaual  nature ;  (c)  mgnbera  of  the  mafioy^at 
family  dwelling  in  hia  houaa. 

In  caae  of  injury  reeulting  in  death  the  compenaation  under  the  Engliih  Act 
eonaiata  of  reaaonable  expenaea  for  medical  attendance  and  burial  to  a  maximum 
of  £10  ($48.67)  and  a  lump  aum  payment  equal  to  £150  {$7t9M)  or  three  jean' 
etrainga,  whichoftr  ia  larger,  up  to  a  maximum  of  taOO  (1,459.95)  apportiooid 
amongat  the  dapondenta  of  the  deoaaaed.  Where  the  injuriea  reault  in  diaahltaanf 
the  compenaation  ia  a  weekly  payment  on  the  basis  of  one  half  the  impairment  of 
earning  capacity  but  not  exceeding  £1  ($4.86)  per  week. 

By  agreement  between  the  parttea  and  with  the  conaent  of  the  court  weekly 
payments  may  be  commuted  for  a  lump  sum  and  this  sppesn  to  be  the  practice  in 
the  majority  of  cases ;  in  caae  of  dispute  over  a  claim  for  compensation  the  workman 
haa  recourse  to  proceedings  in  the  county  court  or  to  arbitration,  and  from  the 
dadaioo  of  theae  bodiea  and  with  their  consent  an  appeal  lies  \n  questions  of  law  to 
the  Oourt  of  Appeal. 

Many  of  the  features  of  the  English  Act  were  introduced  by  way  of  iU-digaafcad 
amendments  passed  in  the  teeth  of  the  recommendations  of  intestigating  committaaa 
of  Parliament.  The  whole  system  represents  a  series  of  compromiaea  in  attempting 
to  operate  a  principle  which  is  now  generally  recognised  ss  inadequate.  The  follow- 
ing  paaaage  from  the  report  of  the  Departmental  Committee  of  1904  speaks  for 
itself: 

**  But  even  if  legislation  in  the  direction  indicated  in  the  last  paragraph  ia 
adopted  the  difficulty  and  danger  airiaing  from  the  insolvency  of  the  employer  will 
not  be  completely  met.  For  there  is  no  obligation  upon  him  other  than  that  of 
en&^tened  self-interest  compelling  him  to  insure,  snd.  as  has  been  pointed  out, 
there  are  many  employers,  and  there  are  likely  to  be  more,  if  the  Act  ia  aaitaodad, 
who  through  Ignoranoe  or  rscklaainaai  or  inability  will  not  insure,  or  if  thay  iaaura 
at  flrtt  will  not  keep  up  their  inaonuiea;  thia  difficulty,  and  indeed,  many  other 
difficulties  to  which  the  present  system  gives  rise,  could  only  be  solved  by  the  eub- 
atituting  for  the  personal  liability  of  the  individual  tmployur  tha  aaevity  of  a  fnd 
the  solvency  of  which  was  for  all  practical  purpoaas  aaorad.  TIm  problaBS  how 
such  a  fund  is  to  be  provided,  how  amploym  are  to  be  iadnead  or  ooapallad  to 
insure  their  workmen,  and  how  the  workmen  are  to  be  gif<an  direct  raeouiae  to  anch 
a  fund  may  have  to  be  faced  in  the  future,  but  in  itiithiaai,  the  attempt  at  their 
solution  lias  beyond  the  aoopa  of  this  referpnce.  We  hafe  oonaidered  U  to  he  our 
duty  to  accept  Uie  principle  of  tiie  Act  of  1897,  imperfect  aa  we  believe  it  to  be.  Aa 
has  been  often  pointed  out  the  aehtme  of  that  Act  was  to  oast  upon  the  employer 
the  duty  of  providing  the  companaatioii,  leaving  him  to  protect  himaelf  if  not 
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wealthy  enough  to  bear  his  own  burden  by  the  ordinary  methods  of  insurance.  We 
have  recommended  changes  in  the  law  wliich  we  think  may  advantageously  be  made 
in  carrying  out  tliis  principle.  At  the  same  time  we  have  indicated  from  time  to 
time  the  inherent  difficulties  involved  in  its  application.  It  is  not  improbable  that 
in  the  future  the  state  will  have  to  take  upon  itself  more  extensive  functions  in 
relation  to  accident  insurance.  We  have  indicated  in  the  preceding  paragraphs 
that  there  is  a  strong  case  for  legislation  so  as  to  give  greater  security  for  the  sol- 
vency of  commercial  insurance  companies.  Many  witnesses  have  suggested  that 
tome  system  of  national  insurance  should  be  established  which  should  relieve  em- 
ployers from  all  personal  liability  except  that  of  providing  the  necessary  funds. 
Any  such  proposal  would  require  and  will  doubtless  hereafter  receive  the  fullest  con- 
sideration from  the  Legislature.  It  may  be  that  the  state  should  establish  or 
regulate  a  system  of  insurance  which  would  provide  an  opportunity  for  every  em- 
ployer and  for  every  workman  to  obtain  complete  security.  It  may  be  that  a  state 
policy  might  protect  the  employer  from  all  personal  liability  except  the  payment  of 
the  premium.  It  may  even  be  that  ultimately  some  form  of  compulsion  might  be 
adopted  requiring  all  employers  to  insure  their  workmen  in  some  association  under 
state  regulations.  It  may  be  that  under  such  a  system  larger  benefits  than  those 
given  by  the  present  act  might  be  provided  for,  but  in  that  case  it  would  seem  to 
foUow  Uiat  some  contribution,  proportionate  to  the  increase  of  benefits,  should  be 
made  by  the  workmen  to  the  insurance  fund.  These  and  similar  questions  are 
probably  in  prospect,  but  it  would  be  premature  and  beyond  our  commission  to 
discuss  them.  We  can  only  indicate  that,  beneficial  as  we  believe  the  legislation  of 
1897  to  have  been  on  the  whole,  we  do  not  think  it  can  be  regarded  otherwise  than 
as  a  step  in  the  direction  of  a  more  comprehensive  system."* 

The  Oerman  System, 

The  accident  compensation  system  of  Germany  is  a  collective  liability  system, 
liability  to  compensate  being  imposed,  not  upon  employers  individually,  but  upon 
associations  of  employers,  formed  under  state  compulsion  and  supervision.  The 
accident  compensation  system  is  a  part  of  a  larger  insurance  system,  embracing 
sickness  insurance,  old  age  insurance  and  unemployment  insurance,  as  well  as 
accident  insurance. 

For  the  first  thirteen  weeks  after  the  occurrence  of  an  accident  compensation 
is  paid  out  of  the  sickness  insurance  fund,  which  is  raised  by  joint  contribution  in 
equal  portions  from  employers  and  workmen.  After  the  first  thirteen  weeks  com- 
pensation is  paid  out  of  the  accident  insurance  funds  which  are  raised  by  contribu- 
tion from  employers  only. 

Employers  are  grouped  according  to  industries  into  mutual  trade  associations, 
(Berufsgenoesenschaften)  which  are  practically  mutual  insurance  companies;  the 
insurance  funds  are  raised  by  assessments  upon  the  members  of  these  associations 
according  to  the  pay-roll.  The  actual  payment  of  compensation  is  made  through 
the  Post  Office  and  the  money  for  compensation  pajrments  u  advanced  by  the  Post 
Office  on  the  order  of  the  Directors  of  the  Trades  Associations.  These  advances  are 
liquidated  at  the  end  of  the  year  by  the  trade  associations  and  the  amount  of  the 
advances,  together  with  the  cost  of  administration  and  the  amount  required  to  be 
set  aside  for  the  reserve  fund,  is  assessed  upon  the  members  of  the  trade  associations, 
so  that  not  the  capital  value  of  the  pensions  but  only  the  actual  payments  out  dur- 
ing the  previous  year  are  collected. 

*Cd.  2208,  p.  123. 
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The  AiMcittionB  bare,  io  addition  to  Um  powr  of  fixing  rmtai  and  making 
iWBMmenti,  the  power  to  make  and  enforce  prefeiitiw  ragulatioDi  and  io  employ 
expert  in^pectora  and  ipecialista  in  accident  prevention  and  to  provide  medical  and 
forgical  aid.  Each  trade  aaeociation  electa  ita  own  *io^id  of  directors  to  manage 
ita  infurance  fund,  but  ia  tubject  to  the  general  superriiion  by  the  Imperial  Iniur- 
anoe  Department. 

Injured  employees  or  tbeir  dependents  apply  for  their  compemiHan  directly 
to  the  directors  of  the  trade  association.  In  case  of  difpute  u  io  the  right  io,  or 
the  amount  of,  compensation  an  appeal  lies  to  a  court  of  arbitration  with  a  final 
appeal  to  the  Senate  of  the  Imperial  Insnranos  Ofllos. 

The  Germsn  system  covers  sU  occupations,  including  shipping,  agriculture 
and  domestic  service.  It  covers  employees  in  receipt  of  a  yearly  wsge  of  3,000 
marks,  ($714)  or  less;  but  provision  is  made  for  the  voluntary  insuraooe  of  em- 
ployees in  receipt  of  s  higher  wage  end  also  for  small  employers  who  desire  to 
insure  themselves. 

Compensation  is  granted  for  sll  injuries  occurring  \n  the  course  of  employment, 
unless  the  sccident  has  been  intentionally  brought  on  by  the  injured  person  or  his 
dependsnts,  or  unless  it  is  the  result  of  sn  set  which  hss  been  judicially  proooiiiioed 
a  crime  or  oifence. 

The  benefits  under  the  Gorman  system  are:  (A)  In  case  of  disability,  from  the 
fborteesth  week  after  the  accident  (1)  free  medical  snd  surgical  treatment  as  waD 
as  neoeesary  spplianoes  such  as  crutches,  artificial  limbs,  etc;  (2)  an  allowance 
during  disabinty  of  66  2-3  per  cent,  of  the  impairment  of  earning  capacity;  (3)  if 
the  workman  is  not  only  disabled  from  working  but  helpless  and  requiring  attend- 
ance an  allowance  of  100  per  cent,  of  the  former  snnual  earnings. 

(B.)  In  case  of  desth  (1)  a  funeral  benefit  equal  to  one-fifteenth  of  tiia  aairaal 
earnings,  but  not  less  than  50  marks  ($11.90) ;  (2)  sn  allowance  to  dependents  of 
not  more  than  60  per  cent  of  the  annual  earnings  as  follows : 

(a)  To  the  widow  until  death  or  re-marriage,  or  to  the  dependoit  widower  or 
to  each  child  up  to  the  completion  of  the  fifteenth  year,  90  per  cent,  of 
annual  earnings ;  on  re-marriage  the  widow  receives  a  settlenient  equivalent 
to  t^ree  years'  allowance. 

(b)  Where  the  60  per  cent,  is  not  exhausted  by  the  widow  and  children,  parents 
or  grandparents  wholly  or  partially  dependent  are  entitled  to  an  allow- 
ance not  exceeding  20  per  cent. 

(c)  And  where  the  60  per  cent,  is  not  wholly  exhausted  by  widow,  children, 
parents  or  grandparents,  grandchildren,  wholly  or  paHially  depend<*nt,  are 
entitled  to  an  allowance  not  exceeding  $0  per  cent,  each  to  the  completion 
of  the  fifteenth  year. 

Thf  Wtuhinglon  System. 

The  system  of  the  State  of  Washington  is  a  state  insursnoe  system.  The 
obligation  to  compensate  workmen  for  injuries  is  assumed  by  the  state  itself, 
through  an  Industrial  Insurance  Board.  Compensation  on  a  scale  laid  down  \n  the 
Act  is  paid  out  of  s  fund  created  by  contributions  Wviad  vpon  employers  as  a  tax. 
r<  !'>ns  to  the  fund  are  leried  in  accordance  with  a  achednla  ind  by  the  Ad 

in  •iifferent  classes  of  occupations  are  traded  according  to  haxard  an<!  the 

rates  fixed  ss  a  percentage  on  the  pay  roll. 

The  Act  applies  only  to  **  extrs-hasaraou?  cnipioTmcnu,  inis  umitanon 
beine  considered  necessary  owing  to  the  conatHntional  resti^cttea  vpon  tilt  Slata 
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power  of  legislation,  but  provision  is  made  for  voluntary  insurance  by  the  employers 
not  included  in  the  compulsory  operation  of  the  Act.  Within  the  class  of  industries 
enumerated  the  Act  applies  to  all  employers,  large  and  small. 

The  compensation  schedule  provides  for  (a)  Eipenses  of  burial  not  exceeding 
$75;  (6)  a  pajrment  of  $20  per  month  for  life  to  the  widow  or  invalid  widower  with 
an  addition  of  $5  per  month  for  each  child  under  the  age  of  16  years,  the  total  not 
to  exceed  $35  per  month.  The  estimated  capital  aanount  of  this  payment  is  $4,000, 
which  sum  is  set  apart  out  of  the  general  fund  in  each  individual  case  as  a  special 
fund  to  meet  the  payments,  any  surplus  or  deficit  being  adjusted  with  the  general 
fond.  The  capital  amount  of  $4,000  may  in  some  cases  be  paid  out  in  a  lump  sum ; 
(c)  Permanent  partial  disability  is  compensated  by  a  lump  sura  payment  cor- 
reaponding  to  the  extent  of  the  injury  but  not  exceeding  $1,500.  Instead  of  a 
waiting  period  the  Waahington  Act  provides  that  no  compensation  shall  be  payable 
unless  the  loss  of  earning  power  exceeds  5  per  cent,  and  there  is  no  provision  for 
temporary  partial  disability.  Claims  for  compensation  are  adjusted  by  the  state 
insurance  department,  subject  to  appeal  to  the  Superior  Court  of  the  county. 

The  State  Department  consists  of  three  commissioners,  appointed  by  the 
(Jovernor,  with  a  staff  of  auditors,  assistants,  etc.  The  Department  has  power  to 
employ  one  or  more  physicians  in  each  county  for  the  purpose  of  efficient  medical 
examinations. 

Safety  regulations  are  enforced  by  the  imposition  of  penalties  payable  to  the 
insurance  fund. 

The  common  law  remedies  of  the  workmen  are  entirely  merged  in  the  remedy 
under  the  Act;  but  where  an  employer  refuses  or  neglects  to  pay  his  insurance 
assessments  the  workman  may  bring  an  action  against  the  employer,  the  latter  being 
in  such  cases  deprived  of  the  defence  of  common  employment  and  assumption  of 
risk. 

The  Norwegian  System. 

The  Norwegian  system  is  a  state  insurance  system.  Employees  are  insured  in 
a  state  institution  and  apply  to  it  for  their  compensation. 

The  insurance  scheme  covers  practically  every  hazardous  industrial  and  com- 
mercial enterprise  except  farming  and  fishing.  The  various  industlries  are  class- 
ified into  groups  according  to  the  risk  of  the  employment  and  employers  pay 
premium  into  the  State  Insurance  Institution  commensurate  with  the  risk  and 
based  upon  the  number  of  the  employees  and  size  of  the  payroll. 

For  the  first  four  weeks  of  incapacity,  unless  the  injured  employee  has  made 
special  provision  for  himself,  the  employer  is  individually  liable  to  make  provision. 
The  State  Insurance  Institution  compensates  the  employees  for  the  injuries  result- 
ing in  total  disability  for  a  period  of  not  more  than  four  weeks,  by  weekly  payments 
equal  to  60  per  cent,  of  the  basic  wage  but  in  no  case  less  than  150  crowns  ($10.20) 
per  year.  If  the  annual  earnings  of  a  workman  are  more  than  1,200  crowns  a  year 
the  compensation  pajrments  are  based  on  that  amount.  In  the  case  of  disability 
more  or  less  permanent  the  weekly  payments  may  be  commuted  under  certain  cir- 
cumstances for  a  lump  sum  representing  not  more  than  five  years'  payments. 

Where  the  injury  to  the  workman  results  in  death  the  State  Insurance  Institu- 
tion pays  the  cost  of  burial  to  the  amount  of  50  crowns  ($13.40)  and  allows  the 
followine  pensions  to  the  survivors,  (a)  To  a  widow  an  amount  equivalent  to  29 
per  cent,  of  the  injured  person's  wages;  (h)  to  each  child  an  allowance  of  not  more 
than  15  per  cent,  of  the  workman's  wages  up  to  the  completion  of  the  15th  year,  the 
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toUl  paid  to  the  widow  and  children  in  no  ctae  to  eioead  60  ptr  oeoi;  (e)  wh«re  tht 
50  per  cent.  i»  not  ezhaofted  bj  widow  and  children,  to  dependent  anoeaton  an 
allowance  of  not  more  than  20  per  cent  each. 

The  State  Insurance  Injtitution  ia  controlled  by  a  Board  of  three  naoJwfa  a 
Managing  Director  and  two  Aaaociate  Direeton  appointed  by  the  King.  Hit 
latter  retire  one  at  a  time,  every  three  yeara,  after  iit  ▼«««•  a^rtio^.  but  rvtliinf 
members  may  be  re-appointed. 

Caaca  in  dispute  are  aetUad  by  the  Directors  of  tiu*  8uie  ininrmnoa  InsuiiuuuL 
An  appeal  Ilea  from  the  Inatitation  to  a  special  oommisaion  ONMlaling  of  ief«i 
members,  three  appointed  by  the  King,  and  two  each  repwaantJBf  anptoyers  and 
employees  appointed  by  Parliament,  (Storthing).  This  oommlaaSon  eonstitotea  • 
final  court  for  all  matters  of  assessment  bnt  a  further  appeal  may  be  made  to  the 
regular  courts  on  questions  of  law. 

The  pension  payments  are  made  largely  through  the  agency  of  the  Poet  Ofllea. 

The  adjustments  of  claims  u  well  as  the  infeatigstion  of  industrial  establish- 
ments and  a  large  share  of  the  general  administration  of  the  Act  is  in  i\\e  hands  of 
**  Inspectors  "  appointed  by  the  authority  of  the  Communes  but  directly 
ible  to  the  State  Insurance  Institution. 

The  ratee  of  insurance  are  baaed  upon  the  capitaliaed  Talue  of  the 
accruing  by  the  accidents  of  each  year  and  not,  as  under  the  German  system, 
the  actual  payments  made  during  the  year.  A  resenre  fund  is  therefore  set  up 
which  is  intended  to  provide  for  the  liquidation  of  all  claims  for  injuries  accruing 
in  the  past. 

Ths  Okie  System. 

The  Ohio  sjrstem  is  an  individual  liability  system  with  optional  state  inaoranee. 
Employers  are  liable  to  an  action  at  law  without  the  protection  of  the  dalaiiea  of 
contributory  negligence,  common  employment,  and  aasumed  risk.  Upon  paymant 
of  an  appropriate  insurance  premium  this  lisbiFity  is  aasamed  by  the  state  and  Ibt 
employer  is  freed  from  liability  save  for  the  wilful  acts  of  liimaelf  or  his  agenta,  or 
the  breach  of  any  statutory  regulations,  in  which  cases  the  employee  has  the  option, 
instead  of  applying  to  the  Board  for  his  compensation,  to  bring  an  action  at  law. 
The  State  Insurance  Department  is  controlled  by  a  Board  known  aa  the  ''State 
Liability  Board  of  Awards"  consistinn:  of  three  members,  not  more  than  two  of 
whom  may  belong  to  the  same  political  party.  The  members  are  appointed  by  tho 
Governor  for  s^  years,  one  member  retiring  every  two  years. 

The  Act  cartende  to  all  establishments  in  which  five  or  more  workmen  or 
operators  are  regularly  employed  and  where  the  emplo3rer  has  elected  to  eono  mdtr 
the  scheme.  Such  establishments  are  insured  by  the  Board  at  rataa  — ^-^M  hf 
the  Department  as  being  adequate  to  carry  the  risk. 

Of  the  premiums  paid  to  the  department  the  employer  ia  authoriaad  to  dadnei 
ten  per  cent,  from  the  wagea  of  the  workmen. 

Employees  coming  under  the  Act  sre  entitled  to  compensation  for  all  injuriea 
sustained  in  the  course  of  ihoir  rmnYo3rment  prorided  the  injury  has  not  been  self* 
inflicted. 

The  schedule  of  compensstion  is  as  follows : 

(a)  Medical  and  hospital  expensea  not  axcaading  $900. 

(b)  In  case  of  death  funeral  ezpanaaa  not  eieaading  $150. 

(c)  A  compensation  allowance  aa  follows: 

(A)   in  esse  of  death.     1.  To  wholly  dependent  persons  an  allovmiMs 
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(after  the  first  week)  of  66  2>3  per  cent,  of  the  a?erage  weekly  wages,  for 
a  period  of  six  years  after  the  death,  the  whole  to  be  not  more  than  $3,400 
and  not  less  than  $1,500.  2.  To  partly  dependent  persons  an  allowance 
(after  the  first  week)  of  66  2-3  per  cent,  of  the  average  weekly  wages  for 
all  or  such  portion  of  six  years  as  the  Board  may  determine,  the  whole  not 
to  be  more  than  $3,400  and  not  less  than  $1,500. 

(B)  In  case  of  temporary  or  partial  disability  an  allowance  to  the 
employee  (after  the  first  week)  of  66  2-3  per  cent,  of  the  impairment  of 
earning  capacity,  not  more  than  $12  per  week  and  not  leas  than  $5  per 
week  for  six  years  from  the  date  of  the  injury. 

(C)  In  case  of  permanent  total  disability  an  allowance  to  the  em- 
ployee (after  the  first  week)  of  66  2-3  per  cent,  of  the  average  weekly 
wages,  not  more  than  $12  per  week,  and  not  less  than  $5  per  week  until 
death. 

The  Board  has  power  to  commute  periodical  payments  into  one  or  more  lump 
sums. 

The  Board  has  full  jurisdiction  to  adjust  and  re-adjust  all  claims  for  compen- 
nation,  and  its  decision  is  final  except  where  compensation  is  entirely  denied  on  the 
ground  that  the  injury  was  self-inflicted  or  did  not  arise  in  the  course  of  the  employ- 
ment or  the  like,  in  which  case  the  applicant  has  the  right  to  bring  an  action  against 
the  Board  itself. 

An  employee  who  exercises  'his  option  to  institute  proceedings  in  the  court  as 
above,  thereby  waives  his  right  to  compensation  from  the  Board ;  and  conversely  by 
applying  to  the  Board  a  workman  waives  his  right  to  institute  proceedings  at  law. 

The  Massachusetts  System, 

The  Workmen's  Compensation  Act  of  the  State  of  Massachusetts  establishes 
a  collective  liability  system  under  the  supervision  of  a  department  of  the  State. 
The  Act  abrogates  the  common  law  defences,  contributory  negligence,  common 
employment  and  assumption  of  risk.  If  the  employer  elects  to  insure  in  the  Mas- 
sachusetts Employers'  Insurance  Association  which  is  managed  by  representatives 
of  the  employers,  the  injured  workman  has  to  apply  directly  to  the  Association  for 
compensation  and  the  individual  employer  is  under  no  liability. 

All  employees  of  employers  who  have  elected  to  come  under  the  jurisdiction  of 
this  Act  are  entitled  to  the  benefits  of  this  Act  unless  they  have  given  due  notice  to 
the  contrary  and  provided  that  the  industrial  accident  has  (1)  arisen  out  of  and  in 
the  course  of  employment,  (2)  leads  to  incapacity  for  a  period  of  less  than  2  weeks. 
(3)  was  not  due  to  the  serious  and  wilful  misconduct  of  the  workman. 

The  Act  furnishes  the  following  benefits : 

(A)  In  Case  of  Death. 

(1)  Where  the  injured  workman  leaves  no  dependents,  payment  for  last  sick- 
ness and  burial  not  to  exceed  $200. 

(2)  Relatives  wholly  dependent,  a  weekly  payment  equal  to  one-half  the  work- 
man's average,  but  not  less  than  $4  and  not  more  than  $10  per  week,  for  a  period 
of  300  weeks  from  the  date  of  the  injury. 

(3)  To  relatives  partly  dependent  a  weekly  pa3rment  proportionate  to  the 
degree  of  dependency  with  due  regard  to  the  pension  allowed  to  relatives  wholly 
dependent. 
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(B)  In  Ctie  of  Incapacity. 

(1)  If  totAl  incapacity  rafiilta  from  the  injury  tba  workman  itiaH  be  allovtd 
a  penfion  equal  to  one-half  hit  wage,  to  be  not  leae  than  $4  and  Doi  mora  than  $10 
for  a  period  of  500  weeks,  the  total  amount  of  aocb  pMHioa  not  to  ticaad  fSfOOO. 

(2)  AVhere  partial  incapacity  reanlta  to  the  woriantB  from  hit  iajviy  ha  afaall 
be  allowed  a  penaion  eqoAl  to  one  half  hia  impaired  atmiBg  povw,  aaeh  pawioB  aol 
to  be  more  than  $10  per  week  for  a  period  of  300  weeki,  and  totkl  amount  of  raeh 
penaion  not  to  eiceed  $3,000. 

(3)  In  caae  of  ipeciflc  injuries  such  as  iocs  ot  ieet,  iiAndsy  eye,  etc.,  peasioo 
for  stipulated  periods  according  to  aehedule  are  to  be  allowed. 

Weekly  payments  may  be  commuted  after  six  months  into  a  lump  sum  by  the 
agreement  of  the  parties  but  subject  to  the  approfal  of  the  Indusihsl  Aoridaet 
Board. 

The  Industrial  Accident  Board  consists  of  three  mambers,  appointed  by  tha 
GoTemor  of  the  State  for  a  period  of  six  years,  one  meadmr  of  the  Boerd  to  retire 
etery  second  year.  It  is  the  duty  of  this  Bosrd  to  supenrise  the  work  of  the  em- 
ployers' Insurance  Associations.  Where  the  injured  workman  and  the  Indoatrial 
Insurance  Association  fail  to  arrive  at  a  settlement  as  to  the  amount  of  the 
to  be  allowed,  the  Industrial  Accident  Board  calls  for  the  formation  of  a 
of  arbitration.  This  committee  consists  of  one  member  of  the  Board  and  a 
lentatiTe  of  each  party  interested.  An  appeal  lies  from  the  arbitration  committee 
to  the  Industrial  Accident  Board  and  a  further  appeal  to  the  Supreme  Judidal 
Court,  the  latter  on  questions  of  law  only. 

If  an  employee  is  injured  by  reason  of  the  serious  and  wilful  misconduct  of  tha 
tmployer,  or  persons  regularly  entrusted  with  exercising  the  power  of  anperintend- 
enee,  the  amount  of  compensation  is  doubled.  In  such  ease  the  empk)yer  who  haa 
tobecribed  to  the  employee's  Insurance  Association  repays  the  Associetion  the  extra 
eompensation  paid  to  the  employee. 


EicPLOTna*  Lubiutt  Isbvravcm. 

Where  the  obligation  to  compenaate  workmen  for  injuries  is  thrown  dirsetfj 
upon  indiridual  employers  it  is  customary,  and  it  is  in  fact  aasnmad  to  be 
aary,  for  the  employer  to  insure  himself  against  hia  liability  in  an 
pany  or  ioFtitution.  Reference  has  been  made  to  a  theory  which  hat  baaa 
that  employers  should  not  l)e  allowed  thua  to  insure  their  Hsbility  laat  tfie 
to  prerention  of  accidents  be  minimised.*  This  theory  is  of  course  antirdy 
to  the  whole  genius  of  workmen's  compensation  as  generally  nndwitood.  If  applied 
in  practice  it  would  not  only  raanlt  in  depririog  pwkMim  in  n  laifa 
of  cases  of  all  compenaadon,  hot  woald  ha?e  a  taatocy  oppeaila  to  thai 
for  the  greatest  preTentire  effort  can  be  induced  only  by  the  inToeation  of  €»• 
operation  and  apecially  directed  effort  In  any  praetieal  coneaptiaa  of  an  inditidnal 
IkbiKty  sehema  inanranea  ia  a  naeaaaary  adjunct 

Rmploters'  liability  inanranea  trst  aroae  in  Bn^aad  aflnr  tka 
Liability  Act  of  1880.    While  thtra  wata  iaolatad  insCaMaa  of  ane 
that  time  there  had  not  been  in  KngJand  or  alaawhere  any  gnaral  ftwdOm 
tmployera  of  insuriof  tbanaalfw  ifdnil  poflihla  liability  in  raapael  af 
injuries  to  their  employaaa.    Upon  tba  paaaJng  of  tiia  Act  tha  wall-knovn  ^TJoydi^ 
at  once  began  to  do  a  eonaidarabla  hwsfnaas  to  liaMltty  insurance  and  other 

*  8to  ante.  pTir 
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panies  sprang  up  throughout  Great  Britain.  The  Act  of  1897  brought  with  it  a 
great  extension  of  this  class  of  insurance.  Reports  of  the  Board  of  Trade  show 
that  there  are  now  fifty-six  British  companies  engaged  in  employers'  liability 
insurance.  A  corresponding  development  has  taken  place  in  the  United  States 
and  in  Canada.  The  Report  of  the  Superintendent  of  Insurance  for  the  Dominion 
shows  that  there  are  twenty  companies  engaged  in  employers'  liability  insurance 
bnainesB  in  this  country.  Eleven  of  these  are  foreign  companies  and  of  the 
remainder  some  are  subsidiary  to  foreign  companies.^  During  the  year  1911 
there  were  in  force  in  Canada  employers*  liability  policies  aggregating  $86,641,045, 
of  which  $38,687,400  was  held  by  Canadian  companies.  None  of  the  Canadian 
companies  are  engaged  exclusively  in  employers'  liability  insurance  but  carry 
on  other  branches  of  insurance  as  well. 

Employers'  liability  insurance  has  been  defined  as  'Hhe  undertaking  of  liability 
under  policies  insuring  employers  against  liability  to  pay  compensation  or  damages 
to  workmen  in  their  employment."*  Such  insurance  is  in  its  nature  entirely 
different  from  accident  insurance  though  tlie  two  classes  of  insurance  are  fre- 
quently carried  on  by  the  same  company,  and  in  fact  sometimes  combined  in  the 
same  policy.  The  essential  difference  between  the  two  types  of  insurance  is  so 
important  in  considering  workmen's  compensation  systems  and  is  eo  commonly 
misunderstood  or  ignored  that  it  should  be  the  subject  of  careful  observation. 
Accidoit  insurance  would  insure  the  workman  against  loss  resulting  from  accident. 
Employers'  liability  insurance  insures  the  employer  against  loss  from  being  com- 
pelled to  pay  compensation  or  damages  to  his  workman.  Accident  insurance  is 
for  the  protection  of  the  workmen;  employers'  liability  insurance  is  for  the  pro- 
tection of  the  employer.  Where  a  workman  is  insured  against  accident  his  recourse, 
in  case  of  loss,  is  directly  against  tlie  insurance  company.  Where  an  employer 
has  insured  in  an  employers'  liability  company  the  workman's  recourse  in  case 
of  injury  remains  directly  against  the  employer.  The  liability  policy  affords  the 
workman  no  protection,  but  on  the  contrary  enlists  on  the  side  of  the  employer  the 
experience  and  superior  facilities  of  the  insurance  company  in  contesting  claims. 
For  the  practice  is  for  the  insurance  company  to  assume  and  conduct  the  defence 
of  any  action  that  may  be  brought  by  the  workman  to  enforce  his  rights  against  the 
employer.  The  employer  on  the  other  hand  is  not  in  a  position  to  deal  unrestric- 
tedly with  his  employees  in  settling  claims  which  may  appear  to  him  deserving, 
lest  the  case  should  not  commend  itself  to  the  insurance  company  as  one  involving 
a  legal  liability  on  the  part  of  the  employer.  So  far  as  the  workman  is  concerned, 
therefore,  workmen's  compensation  is  either  negative  in  its  operation  or  positively 
detrimental. 

In  other  and  less  direct  ways  liability  insurance  is  also  positively  detrimental 
to  the  employee  and  this  fact  is  generally  recognized.  Employers  are  often  pre- 
Tented  by  the  terms  of  their  policies  from  engaging  older  or  partially  incapacitated 
men  for  the  reason  that  they  increase  the  hazard."  Again,  insurance  companies 
are  accused  of  exerting  undue  pressure  in  making  settlements.  The  representative 
of  the  company  as  a  matter  of  business  siezes  the  psj'chological  moment  when  the 
injured  man  or  his  dependents  are  most  in  need  to  offer  a  settlement  for  ready 
cash,  which  is  almost  as  certain  to  be  disadvantageous  to  the  beneficiaries  as  it 
is  advantageous  to  the  company.* 

'  See  Rep.  Supt.  Ins.  1911,  p.  57. 

'  McGllUveray,  Insurance  Law,  28;  F.  &  D.,  8. 

•See  Conf.  of  Com.,  64;  P.  A  D.,  16;  Rep.  Atlantic  City  Conf.,  38;  ante,  p.  46. 

*  See  S.  ft  E..  231;  Cd.  2208.  39.  40;  F.  ft  D..  16. 
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It  followt  from  the  naturo  of  Um  iiMiiimnM  Umi  the  riik  if  •objaei  to  iofiiiit* 
variatiooA.  Id  life  initinuioe  then  it  alwajt  a  finn  baaia  in  the  sortalitj  tablea 
wliich,  though  subject  to  fome  fluctuationa,  do  not  tubttantially  vary  in  different 
localities  or  at  different  timet.  Employert*  liability  on  the  other  band  la  iobjeet 
to  a  \ariety  of  factora  and  conditiona  many  of  which  are  nol  wantptiMe  of  any- 
thing like  accurate  calculation.  Firtt  and  foremoet  ia  tba  qooitioB  of  the  opota- 
tion  of  the  laws  under  which  the  liability  ia  impoaad ;  whttbar  and  to  what  titaol 
the  liability  reata  upon  fault  on  the  part  of  tba  amploytr;  wbetbor  and  to  what 
extent  it  ia  aflbcted  by  fault  on  the  part  of  the  trnployia;  whni  dafeoeaa  att 
afailable  to  the  employer  in  an  action  by  the  workman;  wbetbor  tfaa  ramody  of 
the  workman  i^  a  tingle  one  or  whether  lie  hat  a  choice  of  two  or  nMMO  raoBodiai; 
to  what  extent  the  method  of  adjustment  inTolfee  expense  in  MHgitftm  or 
wiae ;  whether  the  method  of  adjudication  permita  of  punitiTe  or  asomplary 
Another  factor  it  of  course  the  hazard  or  probability  of  the  occorenee  of  an  injury. 
This  depends  primarily  upon  the  nature  of  the  occupation  and  ia  iobjeet  alio  to 
other  influences  such  aa  the  degree  of  care  exerciaed  in  guarding  madiiiiofj,  ate. ; 
tba  degree  of  strictneai  in  enforcing  mlaa  of  safety,  the  speed  of  oparaHon,  ttM 
nationality,  age,  sex  and  general  character  of  employees,  as  well  as  a  Tariety  of 
ci^  :*-  -'ances  constituting  what  is  generally  known  aa  the  ''moral  batard."  In 
t  place  the  character  of  the  risk  is  dependent  upon  the  schedule  of  pecuniary 

benefits  whirh  the  workman  is  entitled  to  receive,  or  the  customary  acale  of  <i«wiof— 
allowed  by  court  or  jury.  Of  the  three  large  daasos  of  factora  montiOBod  wk 
might  appear  to  be  the  moet  readily  calculable ;  but  where  the  companaatioa  ayalam 
involves  periodical  payments  extending  over  a  con8iderabt(»  fieriod.  further  cr>i>- 
sideretiona  are  introduced  anch  aa  the  probability  of  the  duration  of  life  of  incapaci- 
tated persons,  the  probability  of  the  workman's  being  married,  the  prebable  number 
of  children  or  other  dependentit,  the  probable  duration  of  widowhood  with  a 
fariety  of  other  factors  which  may  influence  the  duration  of  tba  componaatioD 
period.  Absence  of  reliable  statistics  or  experience  in  any  one  factor  intolres  an 
element  of  speculation  beyond  the  legitimate  risk  which  it  ia  the  proiinoe  of  insnr- 
ance  to  equalize.  But  in  liability  insurance  many  of  the  prime  factora  bare  not 
been,  nor  in  fact  do  they  perhaps  admit  of  being,  anbjected  to  sciontific  trtatmaat 
The  ephemeral  nature  of  the  laws  corering  employera'  liability,  tba  wide  extant  of 
the  territory  covered  by  moet  liability  insurence  companies,  and  the  diffusion  of  the 
buaineaa  in  a  given  territory  amongst  a  large  number  of  inaoranoe 
thna  far  stood  in  the  way  of  any  attempt  at  nniformity  aoob  aa  baa  baao 
through  the  underwritere'  aasociations  in  other  lines  of  Uwnraaea.  Tba  apeeolatifo 
and  onacientific  diaracter  of  the  employers'  liability  inanrance  ralaa  ta  fnerally 
reoogniaed^  and  is  acknowledged  by  the  insurance  companica  tbaoMelfva.*  It  i 
understood  indeed  that  a  morement  has  Joat  baaa  began  w)tb  the  object  of  forming 
an  association  of  employers'  liability  eompaniea  for  the  pnrpoee  of  dealing  with 
rates,*  but  the  plans  of  this  movement  as  outlined  in  the  inaoranoe  joomala  retoal 
not  only  bow  abaolutely  inadequate  and  unscientific  baa  bean  the  treatraeol  of  rales 
up  to  the  present,  but  alao  bow  difficult  it  is  to  pUce  tbaa  upon  a  mora  satiafaHory 
basis. 

The  primary  effect  of  unscientific  rating  ia  to  penaliae  the  1e«  baaardoiu  in- 
duttrr  and  the  more  careful  employer,  at  against  the  more  haxattloos  induttrr  and 

*8ee  &  «  a.  tST.  141:  Rapi  Wlai  Osai..  40:  RapL  niL  Ctan^  in. 
•See  S4in  Re^  U.a  Bar.  Ub^  1S44.  IMS. 

•8te  **The  Iron  Ajr*.**  Snd  Vat.  191?.  n    lOfl. 
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the  less  careful  employer.  This  weakness  of  the  liability  insurance  system  has  led 
many  progressive  employers  to  abandon  it  altogether  and  carry  their  own  risk.  With 
the  larger  employers  this  is,  of  course,  quite  practicable,  but  the  smaller  employer 
must  either  submit  to  the  unjust  rate  or  carry  an  undue  risk. 

One  difficulty  that  stands  in  the  way  not  only  of  establishing  a  scientific  basis 
of  rates,  but  in  fact  of  any  plan  of  uniform  action,  is  the  variation  amongst  difTerent 
insurance  companies  in  their  conception  of  the  function  of  the  insurance  which  they 
undertake.  Some  companies,  construing  their  relations  to  the  employer  in  a  literal 
sense,  make  it  a  policy  to  pay  only  in  case  where  the  employer  is  strictly  liable  in 
law,  and  of  defending  doubtful  cases  as  far  as  possible.  Other  companies  adopt  a 
broader  view  of  their  functions  and  recognize  to  some  degree  the  natural  desire  of 
the  employer  on  humanitarian  grounds  to  see  the  workman  compensated  in  doubt- 
ful cases.  The  latter  conception  involves  of  course  an  element  of  accident  insurance, 
and  as  already  noted,  accident  insurance,  more  or  less  limited,  is  frequently  com- 
bined with  policies  of  employers*  liability  insurance.  The  practice  of  companies, 
however,  varies  not  only  with  the  form  of  policy  but  with  the  general  attitude 
towards  employers'  liability  insurance.  In  some  insurance  companies  the  question 
of  the  merits  of  a  claim  for  compensation  is  left  almost  wholly  to  the  employer,  the 
company  promptly  settling  such  claims  as  are  recommended  by  the  employer.  In 
other  companies  every  claim  is  carefully  considered  with  the  view  to  the  possibility 
of  a  defence.  Again,  the  attitude  of  employers  towards  insurance  companies  varies 
greatly.  Some  employers  expect  the  insurance  companies  to  stand  behind  them  in 
every  case,  small  or  large;  other  employers  carry  their  insurance  only  for  the  purpose 
of  protecting  themselves  against  very  serious  and  large  claims,  and  pay  the  smaller 
claims  without  having  recourse  to  the  insurance  company.  These  variations  in 
attitude  on  the  part  of  the  company  and  of  the  employer  are  necessarily  reflected 
in  the  insurance  rates,  and  constitute  another  factor  standing  in  the  way  of  any- 
thing like  uniformity  of  hazard  or  rate,  not  only  as  amongst  different  companies  but 
also  as  between  different  insurers  in  the  same  company. 

In  this  connection  it  may  also  be  observed  that  the  rate  of  insurance  usually 
varies  with  the  amount  of  the  policy.  Rates  are  generally  fixed  with  reference  to 
policies  for  a  limited  sum,  usually  $5,000,  which  is  fixed  as  the  limit  of  the  com- 
pany's liability  for  any  one  accident.  For  insurance  beyond  this  amount  a  higher 
rate  is  exacted. 

Viewed  as  an  agency  for  the  administration  of  workmen's  compensation  the 
defects  of  employers'  liability  insurance  become  still  more  apparent.  From  this 
standpoint  the  efficiency  of  the  insurance  must  be  largely  regarded  as  a  matter  of 
economy  in  transferring  the  money  paid  by  the  employer  in  premiums  with  a 
minimum  of  loss  to  its  proper  destination,  the  injured  workman  or  his  dependents. 
In  this  aspect  employers'  liability  insurance  appears  in  no  better  light  than  in  the 
matter  of  rating.  Figures  gathered  by  the  Commission  of  the  State  of  New  York 
show  that  of  $23,523,585  gross  premiums  collected  by  ten  firms  during  the  years 
1906,  1907  and  1908  only  $8,559,795  was  paid  out  in  claims  to  injured  workmen,* 
It  is  commonly  estimated  in  the  United  States  that  of  every  dollar  paid  out  by 
the  employer  in  liability  insurance  premiums  only  from  20  to  30  per  cent,  even- 
tually reach  the  pocket  of  the  injured  workman.* 

The  Report  of  the  Superintendent  of  Insurance  for  the  Dominion  for  the  year 
1911,  shows  that  the  twenty  insurance  companies  engaged  in  the  employers'  liability 

'  See  Rep.  Ohio  Com..  Pt  T,  p.  38. 

•See  S.  ft  E.,  242;  F.  ft  D.,  16;  Rep.  Fed.  Com.  U.S.,  840;  Rep.  Wash.  Com.,  5;  nep. 
111.  Com.,  IL  V  ,       ^ 
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buAinatt  in  CanidA  collected  a  toUl  of  $2,103,275  in  prwninnu,  of  which  $lp(MfilH 
wai  written  off  as  ''Iom"  and  9927,774  waa  paid  oat  in  daima.^  In  other 
words,  of  the  money  paid  in  bj  waj  of  inaaranee  prminma,  onlj  44  par  omL 
waa  actnallj  paid  out  in  compeniation,  and  onlj  49  per  cent  of  Iom  ia  charge- 
able according  to  the  calculationa  of  the  company  afaiiMl  the  year^a  hnaina«i  01 
this  another  considerable  portion  will  go  towarda  expsnias  and  fees  ol  the  plalatm 
solicitor,  leaving  the  ratio  of  actual  benefit  to  the  workman  about  the  same  aa  in  tha 
United  SUtes. 

Of  the  expenses  a  very  large  percentage,  between  80  and  25  per  cent,  rspva- 
sents  the  commissions  of  agenta.  Being  a  yearly  bosinaas,  liability  jawTaiioa  paaMS 
easily  from  one  company  to  another  and  each  change  infolfes  a  oommkalon  to  tha 
agent  for  "  new  business."  An  effort  on  the  part  of  the  United  States  companies 
has  resulted  in  s  scaling  down  of  this  item  of  expense  to  17^^  per  cent,  but  further 
reduction  will  be  very  difficult  owing  to  the  competitive  nsturs  of  the  bostness  and 
the  instability  of  policies  due  to  constant  cbsnges  in  the  Iswt.  Another  Urge  itftm 
of  expense  is,  of  course,  thst  of  litigation.  The  balance  is  made  up  of  general  oflba 
expenses,  salaries  of  officials,  etc.,  though  an  increasing  amount  is  being  spent  upon 
inspection  of  risks  with  a  riew  to  reducing  the  hasard.  Owing  to  the  diffasioo  of 
the  buainess  amongst  a  large  number  of  companies,*  many  of  them  small,  and  the 
conaeqnent  duplication  of  work,  the  ratio  of  expense  is  of  course  much  Urger  than 
it  would  be  if  the  business  were  in  the  hsnds  of  a  smaller  number  of  oompaniaa. 

Notwithstanding  the  large  percentage  of  premium  money  applied  by  eompanlea 
\n  expenses  the  buaineas  of  employers'  liability  insurance,  as  a  busineas^  baa  aol 
been  soooessful.  Both  the  English  and  the  American  companies  have  ainoa  the 
inception  of  this  type  of  insurance  been  running  at  an  aggr^te  loss.*  The  retarna 
of  Uie  British  Board  of  Trade  for  1910  shows  that  the  thirty-four  tariff  onwpMiiaa 
in  that  country  incurred  an  aggregate  loss  on  the  year's  business  of  4.77  per  cant 
of  the  premiums,  while  twenty-two  non-tariff  companies  netted  a  loss  of  34.23  per 
cent 

With  the  introduction  of  systems  of  periodical  compensation  new  problema  are 
being  introduced  into  the  buainess  of  employers'  liability  insurance.  It  beoooMa 
necessary,  under  these  systems  to  calculate  the  preeent  worth  of  the  periodical  pay* 
ments,  the  probable  duration  of  the  life  of  the  recipient  or  the  period  of  incapacity. 
In  England  the  practice  has  grown  up  of  commuting  the  periodical  paymoita  by 
turning  them  into  an  annuity,  and  sometimes  by  purchasing  s  government  annuity. 
The  natural  tendency  is  of  course  to  liquidate  tlie  loss  as  soon  aa  possible  and  write 
it  off.  \Miere  the  commutation  assumes  the  form  of  s  government  annuity  it 
doubtless  affords  some  advantage  in  the  way  of  assuring  solvency.  Where  peynaoi 
of  the  annuity  is  assumed  by  the  company  itaelf  the  question  of  fsasrrss  at  ooea 
arises.  In  riew  of  the  uncertainty  as  to  the  duration  of  periodical  paymenta  eoo* 
sequent  upon  lack  of  experience  and  statistics,  there  is  room  for  considerable  Affer- 
enoe  of  opinion  as  to  the  necessarj^  amount  of  reserve  and  tha  tnevitable  dagger  of 
Inadequacy  is  of  course  incrsased  with  the  keenness  of  competition  for  ~ 
There  is  grave  reason  to  fear  that  the  pootion  of  many  of  the  B«glii 
leavea  much  to  be  desired  on  the  score  of  ability  to  meet  their  tatm 
A  moTement  ia  now  on  foot  to  bring  these  companies  under 


But  where  the  periodical  paymenta  are  eonverted  into  a  government  annuity 
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further  difficulties  arise.  A  workman  supposed  to  liavc  been  permanently  incap- 
acitated may  partially  or  wholly  recover  his  earning  power,  in  which  case  his  allow- 
ance is  supposed  to  cease.  The  government  annuity,. however,  would  run  on,  unless, 
indeed  a  form  of  annuity  were  devised  which  should  be  subject  to  the  contingencies 
of  physical  capacity,  which  would  be  the  administrative  side  of  the  government 
accident  insurance  system.  A  corresponding  dilBculty  would  arise  where  the  injury 
to  a  workman  was  after  settlement  of  the  annuity  found  to  be  more  serious  than 
supposed  at  the  time  of  the  settlement. 

If  any  further  argument  is  needed  to  show  the  difiiculties  of  a  system  of  liability 
insurance,  it  is  furnished  by  a  consideration  of  the  highly  anomalous  and  complex 
situations  that  may  arise,  for  instance,  in  the  case  of  a  workman  who  has  been 
totally  or  partially  incapacitated  for  twenty  years.  His  employer  may  be  insolvent 
or  dead.  The  insurance  company  may  be  insolvent.  The  employee's  recourse  is  of 
coarse  against  the  employer.  If  the  employer  is  insolvent  the  employee  cannot  re- 
cover against  him.  The  employer  not  having  suffered  any  loss  cannot  recover 
against  the  company.  If  the  employer  is  solvent  and  alive  the  company  may  be 
defunct  and  on  the  other  hand  if  the  company  is  in  a  position  to  carry  out  its  obli- 
gations, the  employer  may  not  be  alive  or  in  a  position  to  enforce  them.  The 
workman's  claim  is  no  stronger  than  the  weakest  link  in  the  chain  of  liability  and 
solvency,  and  the  attempt  to  strengthen  the  position  of  the  workman  by  a  series  of 
preferences  and  subrogations,  merely  adds  to  the  complexity  and  the  possibilities 
for  litigation.  In  fact  it  cannot  be  too  emphatically  asserted  that  an  employers' 
liability  insurance  system,  unless  under  government  control  so  rigid  as  to  amount 
practically  to  government  insurance,  is  entirely  incompatible  with  a  compensation 
system  of  periodical  payments.  From  the  employer's  standpoint  the  danger  of  this 
condition  of  the  liability  insurance  business  is  that  his  insurance  may  fail  him  just 
when  he  needs  it  most.  A  period  of  financial  depression  impairing  the  value  of  the 
insurance  company's  securities  and  curtailing  its  premium  income  may  cause  it  to 
go  into  liquidation,  leaving  upon  the  employer  not  only  his  risk  but  under  a  per- 
iodical payment  system  the  payment  of  compensation  for  which  he  has  already  paid 
the  company. 

Nor  are  the  defects  of  employers*  liability  counterbalanced  by  any  considerable 
accompanying  advantages.  Apart  from  amplitude  of  premium  rates  and  success 
in  contesting  claims  for  compensation,  the  only  factor  which  can  have  any  consider- 
able effect  upon  the  profits  of  the  insurance  company  and  which  affords  any  con- 
siderable field  for  its  activities  is  that  of  accident  prevention.  In  this  branch  the 
success  of  liability  insurance  companies  has  been  no  more  marked,  and  their  treat- 
ment no  more  scientific  than  in  other  departments.*  While  some  effort  has  been 
made  by  inspection  to  select  and  grade  risks  these  efforts  have  been  thus  far  per- 
functory and  desultory.  It  is  in  fact  very  difficult  for  the  average  insurance 
company  to  work  out  any  system  of  efficient  inspection.  In  Canada,  for  instance, 
the  insurance  in  each  branch  of  industry  is  scattered  amongst  a  score  of  companies. 
Many  of  the  largest  and  best  members  of  each  class  do  not  insure  at  all,  and  amongst 
the  smaller  employers  non-insurance  is  the  rule.  Under  these  circumstances  it  is 
impossible  for  an  insurance  company  to  give  to  even  the  main  branches  of  industries 
that  specialized  inspection  which  is  necessary  to  secure  adequate  results.  If  the 
insurance  were  divided  amongst  the  different  companies  on  special  lines  according 
to  the  nature  of  the  industry,  there  would  be  some  possibility  of  specialized  and 
scientific  preventive  work,  but  under  existing  conditions  or  under  any  system  of 
voluntary  insurance  this  is  impracticable. 

'  See  Rep.  ill.  Com.,  1  CO.        ~  ~" 


Tux  ACTUAUAL  PbaSI. 

One  of  th«  mott  imporUnt  of  the  manj  pbaiet  of  tb«  eompla  tubjcct  of  work- 
men's oompeoiation  is  the  question  of  the  proper  actiunAl  basis  for  oompating 
premiom  rates.  This  phase  in  itself  is  not  so  complei  •§  it  at  tint  sight  appean. 
It  resoWes  itself  into  the  question  which  of  two  plana  iball  be  adopted;  but  the 
effects  and  coniequenoes  of  the  respective  plans  render  the  qaaation  one  of  the  moit 
direct  concern  in  the  establishment  of  a  system. 

In  s  system  where  a  lump  sum  is  paid  at  the  time  of  the  McidMii  to  liquidate 
(lie  entire  claim  in  respect  of  an  injury,  the  actuarial  probl«i  prawoti  a 
•j(I«ct  from  that  which  appears  where  the  payments  aasone  a  periodtel  fona 
over  a  number  of  years.  In  the  former  case  the  aotoarial  problem  is  merelj  • 
matter  of  striking  such  rates  as  shall  bring  a  total  premium  tneone  — ^*«»<^«*^  i9 
meet  the  year's  claims,  or  the  claims  in  respect  of  injuries  ooenrriag  during  the 
year.  Au  inadequate  rate  would  involve  nothing  worse  than  a  loss  on  the  yeer's 
business.  The  failure  of  an  insurance  company  would  not  mean  anything  more 
than  the  loss  of  the  insurance  of  one  year. 

Where,  however,  the  compensation  is  payable  in  initahnente  tpiead  over  a 
period  of  years,  terminable  upon  a  variety  of  contingendei  and  inbjeet  to  increase 
or  decreases,  different,  or  ratlier  additional,  considerations  arise.  It  beeoBMa 
necessary  then  to  reckon  with  such  factors  as  probable  duration  of  life  or  of  widow- 
hood,  probable  nunil>or  of  dependents  and  probable  eitent  and  duration  of  disabil- 
itie«.  An  error  in  the  calculation  of  a  rate  under  such  a  system  is  much  more 
serious  in  its  consequences  than  in  a  sjrstem  where  payments  are  regularly  liquidated 
at  the  time  of  the  accident.  Inadequacy  of  rate  under  such  a  system  involvea 
insufficiency  of  reserves  to  meet  future  compensation  payments;  and  the  failnre  of 
an  insurance  company  would  mean  not  only  the  loss  of  a  year's  insurance  hot  the 
loss  of  a  series  of  pensions  reaching  forward  a  generation. 

Where  compensation  insurance  assumes  the  form  of  an  insurance,  in  a  private 
company,  of  the  liabiFity  of  the  individual  empolyer,  there  cim  be  no  question  as  to 
the  necesaity  of  maintaining  adequate  reserves  to  meet  future  payments.  Any 
attempt  to  make  up  deficiencies  in  the  reserves  out  of  future  premiums  would  bring 
the  inevitable  fate  of  similar  practices  in  life  insurance, — and  the  more  readily  as 
there  is  not  the  same  difficulty  in  getting  new  employer's  liability  insnraaee  aa  thart 
is  in  getting  new  life  insurance.  The  result  would  be  bankruptcy  for  the  eosptaf, 
but  the  more  serious  result  would  be  the  failure  of  the  payments  of  compensatioB. 
But  an  entirely  different  set  of  circumstances  arises  where  the  compensation  takes 
the  form  of  an  assumption  by  the  state,  or  by  a  collective  body  eihaiiH^  of  its 
daas,  of  the  obligation  to  compensate  directly  the  workman  and  not  merely  to 
indemnify  the  employer.  In  sorii  a  system  there  is  in  the  iret  plaee  no  shifting  or 
fluctuation  of  tAie  cUss  of  insurers,  except  where  an  oceasional  bosinces  change 
occurs  by  reason  of  death,  bankmptcy,  etc.  The  daaa  reaiataa  eomparatifely 
There  is  no  danger  of  members  leaving  and  joining  aaoiher  adiame,  an 
no  danger  of  rates  rising  above  normal  even  wheie  no  leaerw  are  est  n p.  It  ii 
possible,  therefore,  under  such  a  system  to  assaas  merelT  the  proper  amount  to  meet 
eadi  year's  current  pajrments  without  setting  vp  any  reserve  to  provide  for  future 
parments.  If  no  attempt  is  made  to  set  up  a  reserve  fund  there  can  nestr  be  nay 
rate  above  the  normal  rate  based  upon  the  actual  current  requirement  Uadtr  maA 
a  plan,  which  may  be  called  the  "  current  cost  "  plan,  the  initial  rate  would  be  com- 
paratively low,  the  first  yesr*i  rate  beinir  based  on  the  fsm  required  to  pay  the  first 
year's  pensions.    The  annual  rate  would  increase  from  yaar  to  year  nader 
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conditious,  for  a  period  of  thirty  or  forty  years,  that  is  until  such  time  as  the 
number  of  persona  dropping  off  the  pension  list  by  death  or  otherwise  equalled  the 
number  coming  on  by  reason  of  accidents.^ 

There  are,  therefore,  available  two  plans  of  rating,  one,  which  may  be  called  the 
"  capitalized  "  plan,  of  charging  against  the  year's  premiums  a  capital  sum  sufTicient 
to  provide  for  future  pajrments  of  compensation  for  all  accidents  of  the  year,  and 
the  other,  which  may  be  called  the  "  current  cost "  plan  of  merely  levying  each  year 
the  amount  necessary  to  pay  the  year's  pensions.  Under  the  capitalized  plan  the 
rates  are  fixed  upon  the  assumption  that  when  an  injury  occurs  an  estimate  should 
be  made  of  the  amount  neceeeary  to  provide  for  all  payments,  immediate  and  future. 
The  present  worth,  so  to  speak,  of  the  compensation  payments  is  found  and  this 
amount  is  collected  and  set  aside  in  the  year  in  which  the  injury  occurs,  or  in  the 
case  of  a  private  company,  is  written  off  as  a  loss  against  the  year's  premiums.  Under 
the  current  cost  plan  no  such  estimate  is  made  and  no  amount  is  set  aside  or 
written  off.  Each  year  there  is  collected  only  enough  to  meet  the  payments  due 
that  year. 

For  further  illustration  of  the  two  methods  reference  may  be  had  to  the 
Washington  Act  under  which,  in  case  of  death,  an  allowance  of  $20  per  month  is 
given  to  the  widow  or  invalid  widower.  The  compensation  payments  for  one  year 
would  amount  to  $240.  It  is  estimated  that  to  supply  the  necessary  fund  to  pay 
$240  per  year  for  life  in  the  average  case  $4,000  would  have  to  be  set  aside.  The 
question  as  between  the  current  cost  plan  and  the  capitalized  plan  is  whether  there 
should  be  collected  each  year  the  $240  to  be  paid  out  that  year,  or  whether  the 
whole  amount  of  $4,000  should  be  collected  for  the  year  in  which  the  accident  took 
place. 

It  is  obvious  that  no  such  actuarial  qustion  would  arise  where  the  compensation 
was  paid  in  a  lump  sum.  In  this  country  up  to  recent  times  and  indeed  in  most 
countries  the  rule  has  been  either  a  lump  sum  compensation  or  permission  to  com- 
mute the  periodical  payments  for  a  lump  sum.  Accordingly  insurance  companies 
in  this  country  and  in  other  countries  such  as  England  have  not  been  called  upon 
to  deal  with  any  other  actuarial  plan  than  one  involving  immediate  capital  sums. 
The  recent  Act  of  the  Province  of  Quebec,  however,  with  its  non-commutable  "rents" 
has  introduced  a  new  phase  in  compensation  insurance  in  this  country.  There  can 
be  no  doubt  that  in  the  compensation  systems  of  the  future  periodical  payments  will 
be  the  rule  and  lump  sum  payments  will  be  abandoned.*  This  introduces  an 
entirely  new  feature  in  insurance.  It  is  necessary  in  fixing  insurance  rates  on  the 
capitalized  plan  to  deal  not  only  with  questions  of  the  hazard  of  different  occupations 
and  industries  but  such  questions  as  the  probable  length  of  life,  the  probable  age  of 
workmen,  the  probability  of  being  married,  the  probable  number  and  age  of  chil- 
dren, and  the  probability  of  re-marriage  of  widows.  Upon  these  will  depend  the 
amount  and  the  period  of  the  pension  allowances,  and  the  amount  of  reserve  neces- 
sary to  set  up.* 

Where  compensation  insurance  is  carried  by  private  companies  with  a  shifting 
clientele  it  is  essential  that  the  insurance  rates  shall  be  strictly  adequate  to  provide 
a  sufficient  reserve  for  carrying  the  pensions,  otherwise  when  the  inevitable  rise  in 
rates  was  brought  on  the  insurers  would  abandon  their  policies  and  the  pension 
obligations  would  ruin  the  company.  The  tendency  of  the  rise  in  rates  would  also 
be  to  attract  the  poorer  class  of  business  not  wanted  by  better  companies,  which 

«See  Rep.  Fed.  Com.  U.S.,  103,  276;  P.  ft  D. 
*£tee  ante.  p.  22. 
'  S60  ante,  p.  50. 
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with  iU  higher  lots  rttio  would  lUIl  further  handicap  the  compeny.'    The 

cost  plan  of  insuranoe  la»  theiaforey  po«ahle  only  in  a  etate  ineuranoe  ejetem  or  in  a 

colkctife  fyttem  with  permaDent  oIimm, 

The  moet  obTioui  advantage  of  the  current  coet  plan  is  the  lanng  in  iin mediate 
coet  in  ineurance  premiuma.  The  immediate  impoeiticn  of  a  eq^italiaed  rate  would 
infolve  a  very  eerioua  shock  to  many  indnstriea.  It  has  been  pointed  out  that  the 
rate  would  run  from  8  to  10  per  oent  on  the  pay-roll  aoeording  to  the  scale  el 
benefits  conferred  by  the  Act  Under  the  current  cost  plan  the  rates  would  in  moet 
indostries  start  st  about  one-fifth  the  capitaliasd  rste."  Beferenee  has  been  made 
to  the  want  of  adequate  statiitiea  and  eiperkDce  as  a  beds  eC  ratea.*  In  view  of 
this  it  would  be  neoeesaiy,  in  order  to  insure  adequacy  in  the  rssenre,  to  capitalise 
at  an  outside  estimate,  with  the  possibility,  of  course,  that  this  would  be  much  above 
actual  cost,  but  with  the  poesibility  also  that  it  might  still  be  inadequate,  in  which 
case  the  whole  intention  would  fail.  Experience  of  other  jurisdictions  has  shovB 
the  practical  difficulty  of  assessing  an  adequate  capitalisation  rate.  In  Norway 
the  state  insuranoe  institution  found  \tself  after  some  yean  of  operation  face  to 
face  with  a  deficit  of  approximately  $100,000  in  its  reserves.  This  smoont  wss 
made  up  by  the  government  out  of  the  general  funds.*  It  is  easily  seen  thst  in 
a  larger  system  such  as  that  of  Germany  or  Austris  the  deficit  would  have  be«i 
much  more  serious.  In  fact  the  Austrian  system  which  thoretically  operates  on 
the  capitalised  plan  has  been  facing  for  some  years  a  deficiency  which  in  ^te  of 
constant  advances  in  the  rates  is  still  increasing.* 

There  is  a  temptation  to  urge  st  first  blush,  against  the  current  cost  plan  of 
compenaation  insurance,  the  objection  against  sssessment  life  insurance,  but  a 
moment's  reflection  will  show  that  the  two  classes  of  insurance  are  not  on  the 
same  footing.  In  the  first  place  in  life  insurance  both  the  taking  out  of  the  polii^ 
and  the  continuation  of  the  payments  are  voluntary.  It  is  open  to  an  inrarsr  after 
he  has  made  a  number  of  payments  to  drop  his  policy,  and,  subject  to  the  difficulty 
of  increased  age,  to  take  out  a  new  policy  in  snother  company.  No  oorrsqpoiidii^f 
course  is  open  under  a  system  of  compulsory  compensation  insurance. 

The  only  Berious  objection  which  can  be  urged  against  a  system  of  current  coat 
assessment  is  thst  it  involves  the  throwing  on  future  industry  of  some  of  the  burdene 
accruing  in  the  present  This  objection  is  entirely  outweighed  by  the  considera- 
tion that  the  rate  will  not,  when  it  reaches  ita  maximum,  be  any  larger  than  the 
capitalized  rate,  but  as  experience  in  Germany  shows  will  be  much  lower,  and  the 
further  consideration  that  the  immense  sums  of  money  which  it  would  be 
to  lay  sside  as  a  reserve  fund  are  left  in  active  circulation  in  the  employer's 
But  the  theoretical  objection  itself  vanishes  when  it  is  remembered  that  e 
snd  the  community  generally  are  now  bearing,  and  will  continue  for  a 
to  bear  the  burden  of  the  accidents  of  the  pest  Those  persons  who  have  suffered 
injuries  in  past  indnstrial  accidents  are  of  course  being  provided  for,  and  will  con- 
tinue to  be  provided  for  by  various  meana  including  poor  relief  and  charity.  Aa 
this  burden  gradually  decreases  it  is  just  and  equitable  that  the  burden  of  the  new 
compensation  system  should  ^n^dually  increase. 

One  important  phase  of  the  capitalized  plan  of  insurance,  which  is  apt  to  escape 
notice  on  a  casual  consideration  of  the  subject,  is  the  aggngate  siae  of  the 


*  See  Rep.  Atlantic  City  Coof.,  tSS. 

•  See  Rep.  Fed.  Com.  U.S..  101. 
*8ee  ants,  p.  59. 

«8ee  t4th  Rep.  U.S.  Bur.  Labi,  lOSt.  1,041:  see  alio  BoUeUn  fO.  U.a  Bar.  Labi« 
7SS.  TOO. 

•See  F.  A  D..  130.  131:  BnlleUn  SO.  U.a  Bur.  lAb^  7SS. 
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necessary  in  a  capitalized  system  of  state  insurance.  In  any  large  system,  these 
reserves  would  reach  immense  proportions.  In  the  State  of  Washington  the  reserve 
inyestments  for  the  first  six  months  of  operation  were  over  $111,000.  It  is  easily 
seen  that  even  in  that  State  with  the  natural  increase  in  business  and  the  extension 
of  the  system  a  very  large  fund  will  be  built  up. 

In  Germany,  where  the  current  cost  plan  was  adopted  from  the  beginning  there 
is  regularly  ass^sed  upon  employers  a  margin  of  from  9  to  10  per  cent,  above  the 
actual  cost  of  the  insurance,  and  tliis  amount  is  being  set  aside  as  a  reserve  fund  to 
provide  for  such  contingencies  as  the  entire  wiping  out  of  the  industry  or  its  in- 
ability to  meet  its  payments  in  a  period  of  financial  depression.  In  the  accident 
funds  this  reserve  fund  'had  in  1910,  reached  over  $76,000,000.  Strenuous  objec- 
tions are  constantly  being  made  on  the  part  of  employers  against  the  piling  up  of 
this  reserve.  "  On  this  subject  the  sentiment  among  employers  is  almost  universal. 
They  claim  that  even  with  its  acknowledged  faults  this  feature  of  their  system  is 
much  superior  to  the  methods  used  elsewhere  in  attempting  to  cover  such  deferred 
payments.  They  say  that  neither  twenty-five  years  ago,  when  Germany  started,  nor 
now,  are  there  statistics  available  upon  whicli  to  base,  with  reasonable  certainty, 
the  future  cost  of  accident  compensation.  They  feel  that  it  would  be  a  most  serious 
mistake  to  tie  up  the  billions  of  dollars  required  to  cover  any  reasonable  estimate  of 
deferred  payments,  and  think  that  the  withdrawal  of  such  sums  would  do  much 
more  harm  to  German  industrial  development,  which  now  needs  all  the  available 
cash  in  the  country,  than  any  harm  that  can  possibly  come  to  future  industries 
which  necessarily  will  have  to  start  under  a  heavier  financial  burden  due  to  con- 
stantly increasing  insurance  premiums.  They  feel  that  such  heavier  burden  is  more 
than  outweighed  by  the  strenuous  pioneer  work  which  had  to  be  done  by  the  German 
industries  at  the  beginning,  and  which  must  be  done  even  now."^  It  is  urged,  also, 
in  Germany  that  the  maintenance  of  the  reserve  funds  tends  to  extravagance  and 
constant  agitation.  The  existence  of  the  funds  is  an  invitation  for  greater  and 
greater  demands  on  the  part  of  workmen,  and  a  tendency  on  the  part  of  the  judges 
administering  the  law  to  allow  claims  not  strictly  justified.  It  may  be  argued  that 
the  money  thus  laid  up  in  reserves  is  not  lost,  that  it  finds  its  way  back  into  channels 
of  commerce.  This  is  in  part  true.  But  it  is  also  true  that  funds  so  set  aside  have 
lost  most  of  their  fluidity  and  consequently  much  of  their  commercial  efficacy. 

The  quotation  above  indicates  also  that  even  in  Germany  after  many  years  of 
painstaking  gathering  of  statistics,  it  is  not  possible  to  calculate  accurately  the 
capitalized  cost  of  an  injury.  In  a  system  just  beginning  such  a  calculation  would 
be  many  times  more  difficult,  and  it  has  already  been  urged  as  one  of  the  difficulties 
of  employers*  liability  insurance  that  in  the  absence  of  statistics  and  experience  it 
is  impracticable  to  make  even  an  approximate  guess  as  to  the  capitalized  value  of 
periodical  compensation  allowances.  One  of  the  great  advantages  of  the  current 
cost  actuarial  plan  is  that  the  necessity  for  actuarial  experience  is  entirely  obviated. 

The  direct  economic  advantages  of  the  current  cost  plan  of  compensation  insur- 
ance are  outweighed  in  importance,  however,  by  the  more  direct  effect  of  the  plan 
in  inducing  preventive  activity.  The  operation  of  the  plan  to  this  end  as  illustrated 
in  the  German  system  is  discussed  in  a  most  interesting  passage  of  the  statement 
made  before  the  Federal  Commission  by  Mr.  Miles  M.  Dawson.*  It  is  there  shown 
that  the  rapid  rise  in  the  insurance  rate  for  the  first  few  years  is  a  marked  factor 
in  concentrating  the  attention  of  the  employers  upon  the  importance  of  accident 


» S.  A  E.,  41. 

"See  Rep.  Fed.  Com.  U.S..  102,  106,  and  see  Interim  Rep.  Ont  Com.,  403. 


prerentioD.    The  ublat  on  the  (dUoving  pt|^  viH  chow  the  etmxm  of  tha 
rates  in  tfome  indoftriit  ia  Qtrnuuij.^ 

It  aboiild  bo  obttrred  tbit  tbete  ratM  wiifftd^  by  prtftnlift  aeCiTitj,  would 
under  actiuruil  calculation  have  oontinoed  to  adTtnoa  for  a  period  farjiiif  ta  diflai^ 
ent  induitiiM  from  twenty  to  fifty  years.  And  this  adfanoe  would  be  aoealinilad 
by  the  lendeDey  to  incraaae  the  speed  of  produetsoo  and  other  moden  faelom  teadlug 
to  inereeae  httard.  But  the  tables  show  thai  the  riee  in  rates  waa  furj  earty 
interrupted  and  this  was  undoubtedly  by  rsason  of  aoddeot  preventioii.  Thia 
in  the  agricultural  implement  machinery  eUss,  the  rate»  startiaf  mi  OM  per  east 
rsaehed  in  seYenteen  years  2.07  per  cent,  and  haa  ainee  iodoated  veiy  Uttla^ 
though  in  1908  it  raached  $.11  per  cent  In  tlie  carpentry  elaas  the 
of  2.80  per  cent,  was  reached  in  eight  years  and  since  that  tame  the  rate 
msterisUy  lower.  Hsilways,  ttarting  at  .89  per  cent,  in  seveo  years  vsacbed  1.80 
per  cent  and  thereafter  declined  for  some  years,  the  preeent  rate  baUf  about 
1.85  per  cent  A  similsr  course  is  shown  in  moat  of  the  other  daaaas.  It  la 
not  diflfkrult  to  see  how  the  rapid  increase  in  ratea  during  the  earlier  period 
of  the  system  would  call  incrsaaing  attention  to  the  nseassity  of  piwfiottov 
and  the  great  success  of  the  German  system  of  accident  pteientioa  ia  laig^ 
ascribed  to  this  factor.  If  there  were  nothing  to  commend  the  current  coat 
plan  of  insurance  except  its  influenoe  in  the  direction  of  accident  preTention,  there 
would  be  in  this  upect  alone  a  iufllcient  warrant  for  its  adoption  and  for  the  re- 
jection of  any  plan  of  compensation  incompatible  with  it 

*  Taken  from  brtef  of  If.  M.  DewMD.  Rep.  Fed.  Com.  U.8..  277.    See  also  BaUeUa  H. 
U.a  Bur.  Lab..  748. 
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RB00MMBNOATI0N8. 

Natur$  of  8^iUm, 

The  one  oatoUndi^f  and  ineriuble  rmadt  of  Um  aiiAljtta  of  prtndplot  tod 
oompAriion  of  ijttoiiM  in  tbo  for^ng  pagtt,  if  tho  n^gaiifo  coodotton  UmI  m 
lystom  of  individual  emplojen'  liability,  bowtfor  brondlj  that  linbilitj  maj  bt 
•xt«ndod»  will  afford  i  aolutioo,  ptmancDtlj  or  ova  tamporthlj  Mtiifaeloiy,  for 
tbo  probkm  of  workmen's  conpnnlion.  Onlj  two  otfaor  alttnintirM  art  op«— 
•itber  a  ooQoetivo  liabilitj  or  a  tUCo  liability  lyittfm.  It  haa  ban  poiaM  oat  tbil 
tbaia  fyfttma  are  not  oMentially  diasimilar,  tba  dUbranoat  batof  tbaoreticml  ratbar 
than  practical.  It  ia  rabmittcd  that  the  ajslam  moit  likaly  to  ba  aatiafactorj,  andar 
all  the  circunatancMy  for  tba  Pronnce  of  Ontario  ta  a  eoUaetifa  fjilaai  vadar  iliAa 
adminif tration  and  control.  It  ia  propoaed  that  the  fonda  for  eompaoaatioii  ahaald 
be  oollectad  bj  grouping  the  rahoua  induatriea  and  oocnpationa  of  tba  proTinca,  and 
aeaaeaing  upon  each  gronp  ita  propar  inaoranoe  pramiom.  Aa  an  iUiiatfB6oB»  Hw 
wood-working  induitriea  of  the  proriaea  abonld  be  pUiead  ia  one  gnwp  aad  aboald 
bear  tba  eoat  of  all  injoriea  occurring  in  connection  with  that  indoatrj.  It  would 
not  ba  BBceeaary  or  adviaable  that  all  emplojera  )n  wood-working  indoatriaa  aboald 
bear  the  aame  rata  of  intarance,  but  anoh  Tariationa  aa  were  fonnd  from  aipariaaca 
or  otbarwiae  to  be  necoiiiry  or  adriaabla  ihonld  be  made  by  way  of  aub-claaaifiealiaa. 

Adw^itiratir$  Body, 

It  ia  anbmitted  that  the  ayatem  of  compenaation  ahoold  be  adminiatarad  by  a 
Qofammant  Commiation,  a  form  of  adminiatration  wdl  aadantood  ia  thia  eoaaliy 
aad  well  adapted  for  dealing  with  a  subject  iuTolring  io  aiaaj  eooiplaK  aad  Hf*»*<fa1 
ooaaiderationa.  It  ia  suggeatad  that  tha  Commiaaion  be  called  the  Industrial 
laaaranoe  Commiaaion  or  Board,  and  that  it  oonaiat  of  three  Commiaaiooaia  ap- 
poiatad  by  tba  OoTornment  The  Commiaaion  ahonld  be,  as  far  as  poiAla^  nmof^d 
from  tha  inflnanoe  of  party  politics.  Neitbar  In  tba  adjadicaiion  of  clatM  aor  la 
tba  fixing  of  ratea  of  inauranca  ahonld  the  CrnnmiiBinn  ba  aadar  the  dirael  aeatnl 
of,  or  directly  reaponsible  to,  the  Oofemment  on  ita  judicial  aide.  Tha  CboimianoB 
aboald  be  aa  independent  of  tha  ezecutifa  aa  jadieial  bodiaa  aaaally  art  ta  this  aad 
olhar  Anglo-Saxon  countriea,  and  the  boaiaaaa  aida  of  tba  ijyalaBi  aboald  ba  oaa- 
daelid  apon  strict  business  linaa.  It  ia  arged  that  in  paiaoaaal,  aalaij  aad  olhai^ 
VIM  t)i«  Commission  should  ranV  ni  least  with  tSa  High  Ooart  Jadgaabip. 

tow$r$  of  Commiition, 

Tba  working  out  of  tba  dataUa  of  tba  qpalaai  aboald,  it  U  aabadtlad,  ba  1^  ai 
largely  aa  poasible  to  tha  Oonmlirioa,  tha  act  daflai^  daarij  liM  aeopa  of  ita  povm 
aad  the  scale  of  compenaation,  and  generally  outlining  tba  proeadora  and  operatioa. 

JTaOadf  of  CoUoeHmg  FwUk. 

Aa  to  the  method  of  collecting  foada  it  ia  aabmittad  that  thia  ooald  ba  doao 
either  through  the  baaka  or  through  the  agency  of  the  manidpal  oAetals  or 
both.  Forma  could  be  sent  out  to  employers  upon  which  to  report  aa  to  tba 
or  artiaiatad  amount  of  the  pay-roll.  In  ease  of  defaalt  ia  reportiaf  aad  ia  tba 
aaea  of  all  aaalkr  employers,  the  municipal  assessor  migbt  ba  raqpdrad  to  Baka  tiia 
report    All  employert  within  the  aeope  of  tlM  ayataa  a^gbt  ba 
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to  report  directly  to  the  Department,  with  appropriate  penalties  if  it  were  left  over 
for  the  assessor.  The  Commissioners  should  have  a  certain  number  of  auditors  for 
the  purpose  of  auditing  the  pay-rolls  of  employers  and  checking  over  the  reports  of 


Actuarial  Method. 

It  is  submitted,  as  already  indicated,  that  the  insurance  rates  should  be  based 
upon  the  current  cost  plan  as  distinguished  from  the  capitalized  plan.  In  other 
words  it  is  proposed  that  the  annual  assessments  upon  employers  shall  represent 
only  the  cost  of  the  current  year's  compensation  payments  with  merely  a  small 
margin  for  an  emergency  reserve  fund.  This  is  an  essential  feature  of  the  pro- 
position embodied  in  the  brief,  and  any  other  plan  would  be  unacceptable  to  the 
employers  represented  herein. 

It  is  believed  that  there  may  be  instances  where  it  would  be  advisable  to  collect 
the  full  estimated  capital  fee.  An  example  would  be  the  case  of  a  foreign  contractor, 
temporarily  engaged  in  building  operations  in  the  province.  But  the  general  rule 
should  be  the  assessment  of  the  current  year's  requirements  for  compensation  outlay. 

It  is  submitted  that  it  might  be  wise  to  place  the  fund  for  each  class  of  industry 
at  an  early  stage,  on  a  footing  which  would  render  it  unnecessary  to  assess  premiums 
in  advance.  The  rates  in  each  class  could  be  made  high  enough  for  the  first  few 
years  to  provide  a  reserve  sufl&cient  to  tide  over  one  year.  The  assessments  could 
then  be  made  at  the  end  of  the  year  and  the  double  work  incidental  to  assessments 
on  estimates  and  their  readjustment  would  be  obviated. 

It  is  submitted  that  it  would  be  inconvenient  to  include  the  schedule  of  rates 
in  the  statute  establishing  the  system.  The  schedule  will  be  a  subject  for  techni- 
cal actuarial  treatment  in  the  first  instance,  and  merely  a  matter  of  adjusting  and 
collecting  the  amount  required  for  the  year. 

The  grouping  of  industries  for  assessment  purposes  is  a  matter  also  for  expert 
actuarial  treatment,  but  it  has  also  practical  phases  which  might  make  it  advisable 
to  provide  a  preliminary  classification  in  the  Act  itself.  But  the  commission  should 
have  power  to  combine  and  sub-classify  as  experience  may  demand. 

Control  of  Rates. 

Subject  to  some  provision  insuring  that  the  rates  of  insurance  shall  in  general 
be  based  on  the  current  cost  plan,  the  ratep  should  be  entirely  under  the  control  of 
the  Commission.  Facilities  should  be  afforded,  however,  for  the  hearing  of  appli- 
cations, complaints,  and  representations  on  behalf  of  individual  employers  or  assoc- 
iations representing  groups  of  employers  with  respefct  to  rates,  classifications  and 
other  matters  connected  with  the  administration  of  the  system. 

Adjustment  of  Claims, 

Claims  for  compensation  should  be  adjusted  by  the  Commission.  It  might  be 
found  possible  eventually  to  delegate  the  adjustment  of  ordinary  claims  to  subordin- 
ate adjusters ;  or  to  adjust  claims  pro  forma  upon  the  report  of  a  secretary  or  other 
subordinate  official,  who  would  examine  the  application  and  report  to  the  commis- 
sion thereon.  But  in  the  formative  stages  of  the  system  when  precedents  and  policies 
are  being  established  it  is  submitted  that  every  claim  should  come  before  the 
Commission  itself  for  decision. 
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Ai  alreadj  tnggMted  tbt  Commkiioo  eonld  adjufl  cUimi  in  mot!  ctMt  upoD 
duly  YeriiM  reporto  from  the  injured  workaaB  or  hk  lipmwifiHf,  from  tht 
employer  or  hie  foremen  or  eaperintendent  end  from  the  ettendfng  phyeician.  If 
eny  dispute  of  feet  were  diedoeed  by  theie  reporte  ofideoee  eonld  be  tnken  by  the 
Commieeion,  or  e  epeetnl  oOoer  eonld  be  fnl  to  infoetifiite  ond  report  vpoB  tbo 


Appeals, 

In  adjndicntiQf  npon  cleime  the  dedeion  of  the  CommMkm  dionld,  it  ie  eob- 
mitted,  be  finel  npon  qnetiione  of  feet  It  te  wuggmM  thai  on  epptd  mifht  lie  fai 
qneetione  of  lew  (which  would  be  rere)  to  the  Court  of  Appeel  for  Oslnrio.  It  ii 
f nrlbir  foggeeted  that  for  the  pnrpoee  of  daeidinf  npon  enoh  quaiHoBi  of  lav  than 
ehonld  be  fiMiUtiae  for  the  cnbmierion  of  etatad  oaeea  by  tha  Otmwiirfoii  ilaelf  aa< 
thet  eppeale  ehonld,  where  poeeible,  be  brought  in  this  form. 

iittXod  of  patnnp  tamomualum. 

Ai  to  ihe  paymeni  oi  periodical  compeneetion  allowancce  it  is  ruDmittod  thai 
thii  could  be  aioBtad  through  the  aganey  of  the  banke.  Werrante  could  be  east  oil 
to  thoee  entitled  to  compeneetion,  payeble  upon  preientetiou  to  eny  bank.  It  wonld 
be  fery  couTenient,  if  it  were  poeeible  to  make  an  arrangement  with  the  Domiaioa 
QoTemment,  to  utilise  the  Poet  Office  for  the  payment  of  compenjetiou  cleime.  If 
tha  banka  ware  need  ae  abofe  enggeeted  the  funde  of  the  Department  might  ba 
apportioned  amon^  the  Terioue  benki  in  depoeite  proportionate  to  the  eenriee 
rendered. 

Emphf^nt  A$to€iaium$, 

The  difference  between  such  e  eystem  es  thet  here  recommended  and  tha 
German  eyitem  U  that  the  collection  of  premiums  and  the  adjudicatioii  of 
which  in  Germany  are  functione  primarily  exerdeed  by  the  employer** 
would  under  the  proposed  eystem  be  eeeumed  by  the  state  The  belanee  of  tha 
functione  of  the  German  employers'  aeeocietions  could,  and  donbtleee  wonld,  ba 
asenmed  by  aeeodationa  folnntarily  formed  and  oorreepoodi^g  generally  to  tha 
gronpe  Into  which  employera  were  dirided  for  eeeeeoMBt  pnrpaeee.  Tha  elala 
haTing  assumed  the  functions  of  ooUection  and  dishnraeoMBt  of  fnnde,  the  formaiioB 
of  the  aesocistiont  wonld  not  be  a  Tital  nacaanty  and  tha  aompanaatioa  ayilm  vovld 
operate  notwithstaadfaig  tha  ibaenpe  of  the  aiaodatioBa;  hot  there  can  ba  do  dovhl 
that  there  would  be  strong  ^ndneananti  npon  employers  to  orgaaiaa  for  tha  pnrpoee 
of  co-operetire  effort  in  prerentlng  eeddents  end  otherwiae  promoting  eWciancy 
end  economy  in  the  edminist ration  of  the  system.  It  ie  enheahtad  t^  tha  Ael 
ehould  afford  practical  fscilitiee  for  tha  orgaaiadoa  of  oodi  vohintary 
and  for  th^ir  perticipetion  in  the  operation  of  tha  ayalns. 

Provision  might  be  mede  for  the  epproral  by  the  Commimhm  of  the 
of  inch  aeeociatione  end  their  official  reoQgnitioo.  Sneh  amadalioaa  mi^  la 
giftn  power,  nnder  the  euperrision  of  the  Oamflteion,  to  engega  aipafti  ia  aaeital 
prrivntion  payable  out  of  the  Occident  insnranoe  fnade^  Thqr  mii^t  aleo  ha  gi^tn 
the  power  to  make  and  enforce  rulee  epproved  by  the  Comadmioo  for  tha 
of  aoddents,  and  to  act  in  other  waya  eaknlated  to  promote  tha  i 


First  Aid  Funds. 

It  is  submitted  that  the  benefit  societies  which  are  now  in  operation  in  many 
industries  should  be,  as  far  as  possible,  preserved.  In  order  to  secure  a  suitable 
scope  for  these  societies  and  in  order  to  provide  facilities  for  prompt  medical  and 
hospital  attention,  and  generally  for  the  co-operation  of  employees  with  employers 
in  promoting  safety,  a  separate  fund  should  be  established  to  cover  the  first  few 
weeks.  Out  of  Uiis  fund  should  be  paid  medical  and  hospital  expenses  and  com- 
pensation for  the  earlier  weeks  after  an  injury.  The  suggestion  is  made  that  this 
period  should  cover,  as  in  Qermany  and  in  most  other  countries,  the  first  thirteen 
weeks. 

It  is  submitted  that  the  premiums  for  the  first  aid  fund  should  be  collected  in 
the  aame  way  and  at  the  same  time  as  the  premiums  for  the  larger  fund.  But  it  Is 
foggested  that  after  being  collected  the  money  might  be  handed  over  for  administra- 
tion to  local  benefit  societies  working  under  constitutions  approved  by  the  Com- 
mission. Where  such  benefit  societies  did  not  exist  the  money  could  be  handled  by 
the  central  department. 

Of  the  premiums  for  the  first  aid  fund  it  is  submitted  that  workmen  should 
pay  a  substantial  proportion,  and  that  each  workman's  portion  should  be  deducted 
monthly  or  quarterly  from  his  wages. 

P  W.  Wboenast. 
Solicitor,  Canadian  Manufacturers  Association. 
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APPENDIX  I. 
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PaUie  OfBciali  and  Soldien  in  the  United  SUtet  are  cotered  under  No.  4, 
in  Germany  under  No.  6. 


APPENDIX  II. 

STATISTICAL  EXPERIENCE  OP  WORKINOMBN  UNDBB  THE  OPER- 
ATION OP  COMJ'ULSORY  STATE  INSITEANCE  IN  GERMANY.* 


In  1887  there  were  insnTod  a^ainflt  aicknev  and  aocidenfa  in  Gennanj  SyBil^ 
MO  workingmen  among  819,453  Qetabliehmenta,*  and  the  number  of  BOtiflii  9i 
aeddents  was  106,101.  A  ipedal  analjiia  of  the  different  elements  of  the  oaoaee 
of  tbeee  acddenU  will  be  found  below : 

In  1907,  ineured  in  Germany  against  aocidenti;* 


iBdiittrtal.  butldlnfl;  tmi  marlae  traie  aModattoM  (Arnela- 

tJona.  •€:  t>taIWifcntenta.  tWJlt)  9;tlMf7 

AcrlcQltare  and  ioraatiT  trade  aewrlattoiie  (aawHaftoaa,  48; 

€etabllelUDeBla.  4.710.401)    1U89jn 

State  executtire  boards  (boards^  I8S) 


tlMtjm 


In  1897  there  ware  inaored  in  Germany  against  aoetdents  in  the 
lions  and  409  SUta  azecutite  boards,  in  round  numbers  18,500,000. 


or  the 


*V^vth  S 

_ pTn. 

•roar  SpM'la]  Report  of  the 

•r.  a  D,  101. 


oC  Labor.  18I8. 
or  Labor.  IttS. 
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APPENDIX  III. 

BXCKRPTS  FROM   ABTICLB  ON  "  ThE  ROAD  TO   SOCIAL  EFFICIENCY/'   BY  LOUI8  A. 

Brandeis,  in  New  York  Outlook,  June  10th.  1911.    Showing  Possi- 
BIUTIE8  in  The  Field  of  Accident  Prevention. 

Poeaibilities  of  lengtheniiig  livee  and  of  avoiding  Bickness  and  invalidity,  like 
the  poeaibilities  of  preventing  accidents,  will  be  availed  of  when  bitsiness  as  well  as 
humanity  demands  thai  this  be  done. 

William  Hard  quoted  Edward  T.  Davies,  the  Factory  Inspector  of  Illinois,  as 
tijing  that  in  the  year  1906  one  hundred  men  were  killed  or  crippled  in  the 
factories  of  Illinois  by  the  set-screw,  and  that  for  thirty- five  cents  in  each  instance 
this  danger  device  could  have  been  recast  into  a  safety  device.  The  set-screw 
stands  up  from  the  surface  of  the  rapidly  revolving  shaft,  and  as  it  turns  catches 
dangerously  hands  and  clothes.  For  thirty-five  cents  the  projecting  top  of  the  set- 
screw  could  be  sunk  flush  with  the  rest  of  the  whirling  surface  of  the  shaft,  and 
then  no  sleeve  could  be  entangled  by  it,  and  no  human  body  could  be  swung  and 
thrown  by  it 

The  South  Metropolitan  Gas  Company,  which  established,  in  connection  with 
its  system  of  compensation  for  accidents,  a  system  of  inquiry  into  all  accidents  with 
a  view  to  their  prevention,  reduced  the  number  of  accidents  per  thousand  in  seven 
years  from  sixty-nine  to  forty. 

Jack  Calder,  of  Ilion,  New  York,  tells  of  the  reduction  of  accidents  in  an 
American  plant  of  a  yearly  average  of  two  hundred  to  sixty-four. 

Can  there  be  any  doubt  that  if  every  accident  had  to  be  investigated  carefully 
and  adequately  compensated  for,  the  number  of  accidents  would  be  reduced  lo  a 
half  or  a  third. 

The  social  and  industrial  engineers  will  find  much  of  inspiration  and  en- 
couragement in  the  achievement  of  their  fellow-engineers  of  the  factory  mutual 
fire  insurance  companies  of  New  England. 

The  huge  fire  waste  in  America  is  a  matter  of  common  knowledge.  The  loss 
in  1910  was  estimated  at  $234,000,000;  and  yet  there  is  one  class  of  property,  in 
its  nature  peculiarly  subject  to  fire  risks,  which  was  practically  immune.  Some 
2,600  factories  and  their  contents  valued  together  at  about  $^,220,000,000  and 
scattered  throughout  twenty-four  States  and  the  Dominion  of  Canada,  suffered  in 
the  aggregate  fire  losses  of  about  one-fortieth  of  one  per  cent,  of  the  value  insured. 
The  factories  so  immune  were  those  owned  by  members  of  the  so-called  "factory 
mutuals  "  of  New  England.  The  cost  of  these  factories  for  fire  insurance  and  fire 
prevention  in  the  year  1910  was  only  forty-three  cents  for  each  one  thousand  dollars 
of  property  insurance.  Half  a  century  before  the  cost  of  insurance  to  the  New 
England  factories  was  $4.30,  or  ten  times  as  great.  The  record  of  the  "factory 
mutuals  "  of  Rhode  Island  and  of  some  other  States  is  similar. 

Now,  how  has  this  reduction  of  fire  insurance  cost  been  accomplished  ?  It  was 
done  by  recognizing  ttiat  the  purpose  of  these  co-called  fire  insurance  companies  is 
not  to  pay  losses  but  to  prevent  fires.  These  mutual  companies  might  more  ap- 
propriately have  been  called  Fire  Prevention  Companies :  for  the  losses  paid  repre- 
sent merely  instances  of  failure  in  their  main  purpose.  In  these  corporations  the 
important  officials  are  not  the  financiers  but  the  engineers — men  who  rank  among 
the  leaders  in  the  engineering  profession  of  America — and  aiding  them  is  a  most 
efficient  corps  of  inspectors. 

The  achievement  of  these  factory  mutuals — the  elimination  of  ninety  per  cent. 
of  the  risks — ^is  the  result  of  sixty  years  of  unremitting  effort  in  ascertaining  and 
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xwnoTing  caoaoo  of  firet  and  inddenUlly  odnotttiig  ftelory-cvnm  aw 
plojieet  in  the  imporUnoe  of  pronding  ifuuft  Umm  otnnt.  Tb«  pi— iiini  ptid 
npreaent  the  cost  of  thii  adnoe,  Uitp«oiioD  and  odoettlon  m  modi  m  the  ooft  of 
what  ii  ordinarily  termod  intnranoa. 

The  progreoa  of  the  factory  mutoala  in  reducing  fire  loiiet  was  ralatiTely  alov, 
but  it  hat  been  ateady,  at  it  shown  in  the  following  table  of  net  eoet  of  fire  inearanoe 
per  $1,000  per  year  in  two  repreeentatife  eonpaniea: 
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Poeaibilitiea  no  leii  alluring  are  open  to  the  fecial  and  industrial  engiaear. 
Will  the  community  lupport  their  efforts? 


APPENDIX  IV.' 

ANALYSIS  OF  DRAFT  BILL  OF  STATE  OF  WASHINGTON. 

Bt  Haiou)  PuaroK^  Soucitos  for  Inyestioatiko  CoMXiaaioK  axd  Deafibmav 

OF  TBI  Act. 


The  proposed  Washington  Act  abrogates  the  doctrine  of  negligence  u 
ipnployer  and  workman;  remofes  the  subject  from  the  domain  of  prifate  oontr»> 
fersy;  asserts  and  assumes  the  subject  to  be  within  the  police  power  of  the  state; 
and  depriTea  the  oourts  of  jurisdiction  in  the  premiees»  ezoept  in  the  administration 
ol  the  act  There  are  certain  exceptions:  (1)  Where  the  injury  was  caneed  by  tba 
intent  of  the  employer  to  produce  it ;  (2)  Where  the  injury  is  caaeed  by  tlM  intil 
of  the  workman  to  produce  U;  and  (3)  Where  the  employer  upon  iJeBiaiMl  iitaai 
to  contribute  to  the  fund  for  the  creation  of  which  promion  is  made  in  the  act  la 
the  case  of  (1)  the  workman  takes  under  the  act  and  may  sue  the  employer  for  any 
eioess  of  damage  OTer  the  amount  received  under  the  act  In  the  case  of  (t)  the 
workman  receifoe  nothing  under  the  art ;  and  in  the  ease  of  (S)  the  enployw  la 
suable  at  law,  the  defences  of  fellow  workman  and  aaaompiion  of  risk  ahoHiiied  tad 
the  doctrine  of  compare  tire  n^gligeoee  estabHshed. 

The  act  applies  only  to  occupations  defined  in  the  act  as  "extra  basardona." 
There  are  two  funds  prorided  for  by  the  act :  the  first-aid  fund,  and  the  aeridMt 
fund.  The  first  aid  fund  is  created  by  the  monthly  peymrnt  into  the  state  treasury 
by  each  employer  of  four  cents  per  day  for  each  day's  work  done  for  him  during  the 
preceding  month.  Of  this  he  deducts  two  cents  from  the  wages  of  the  worktaea. 
Out  of  this  fund  all  injured  workmen  reoeife  the  aeoeseaiy  medJcrf,  sugieal  and 
hospital  sttendance  so  long  as  requirsd,  and  also  for  the  ftret  three  weeks  of  in- 
capacity $5.00  per  week.    The  accident  fund  is  created  by  the  payment  Into  the 

TfoliL— Appendlece  TV.,  V..  YJ.,  VII..  VIIU  TX^  X..  XL  are  peblUihed  as  lllnstrmttac 
la  eonereCe  Tarloee  phssoe  of  the  opermtkm  of  the  Act  of  the  State  of  Weehlnstoa, 
which  Is  the  neareat  approach.  In  any  extstlnt  trttem,  to  the  ayslsai  adroeated  la 
hrlet 
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•tate  treasury  by  such  employer  of  a  certain  percentage  of  his  annual  pay-roll,  the 
percentage  Tarying  with  the  degree  of  hazard  inherent  in  the  occupation.  It  is 
paid  annually  m  advance,  calculated  upon  the  past  year's  pay-roll ;  if  there  is  none 
luch^  upon  an  estimated  pay-rolL  The  department  may  permit  the  payment  to  be 
made  in  quarterly  instalments.  At  the  end  of  the  year  an  adjustment  is  to  be 
made.  Undue  carelessness  upon  the  part  of  any  employer  may  result  in  the  in- 
crease (for  future  application)  of  his  rate  of  contribution.  At  the  end  of  each  year 
an  accounting  is  had  with  each  class  of  industries,  and  \t  it  proves  to  have  paid  in 
too  much  the  excess  is  refunded ;  but,  on  the  other  hand,  it  too  little,  the  deficiency 
is  made  good  upon  the  same  basis  as  the  original  contribution. 

Out  of  the  accident  fund  cases  of  death  or  incapacity  over  three  weeks  are  cared 
for.  Permanent  partial  injuries  are  compensated  in  lump  sum  payments,  $1,500 
being  the  maximum  amount,  and  the  loss  of  a  major  arm  at  or  above  the  elbow,  the 
maximum  injury.  Lesser  permanent  partial  injuries  are  compensated  in  proportion. 
All  other  cases  are  compensated  in  monthly  payments.  These  may  be  converted, 
in  whole,  or  in  part,  into  lump  sum  payments  in  the  discretion  of  the  department, 
the  previous  application  of  the  beneficiary  being  necessary,  except  where  the  ben- 
eficiary removes  from  the  state.  The  amount  of  lump  sum  payments  may  be 
settled  by  agreement  between  the  beneficiary  and  the  department  within  a  certain 
limitation,  to-wit :  that  a  payment  of  $20  per  month  to  a  person  30  years  of  age  is 
worth  $4,000,  each  settlement  being  based  upon  the  expectancy  of  life  under  the 
American  Mortality  Tables.  The  monthly  compensation  is  all  at  flat  amounts. 
The  earning  power  is  not  taken  into  consideration  (except  in  one  case  hereinafter 
referred  to).  In  death  cases  funeral  expenses  not  to  exceed  $76  are  paid.  If  the 
decedent  was  unmarried  and  had  no  dependent,  no  further  payment  is  made.  A 
dependent  is  a  relative  (among  an  enumerated  list)  who  was  receiving  actual 
pecuniary  assistance  from  the  decedent,  prior  to  his  death  (he  having  been  un- 
married at  the  time  of  his  death).  Such  a  dependent  receives  monthly  one-half  of 
one-twelfth  of  the  amount  of  pecuniary  assistance  actually  rendered  the  dependent 
by  the  decedent  during  the  year  preceding  the  accident.  If  the  decedent  left  a 
widow  she  receives  $20  a  month  as  long  as  she  shall  live  unmarried.  Upon  re- 
marriage she  receives  twelve  monthly  payments  and  no  more.  The  widow  receives 
$6  extra  per  month  for  each  child,  not  to  exceed  $15  per  month.  If  orphan  chil- 
dren survive  they  receive  $10  per  month  each,  not  to  exceed  $35  for  all  of  them. 
Payments  to  or  on  account  of  a  child  cease  when  the  child  becomes  16  years  of  age. 
If  the  workman  survives  the  acident  and  is  permanently  totally  incapacitated  he 
receives,  if  unmarried,  $20  per  month  so  long  as  the  total  incapacity  continues.  If 
married,  he  receives  $5  per  month  extra  and  $5  per  month  extra  for  each  child,  the 
total  not  to  exceed  $35  per  month  (and  the  payment  on  account  of  any  child  ceasing 
at  the  sixteenth  birthday).  If  the  incapacity  is  only  temporary,  the  same  monthly 
payments  are  made  increased  for  the  first  six  months  50  per  cent.,  provided  that 
the  increase  shall  not  operate  to  make  the  monthly  payment  exceed  60  per  cent,  of 
the  monthly  wage.  As  long  as  the  injured  workman  is  able  to  make  earnings  in 
any  way  the  monthly  payment  is  scaled  down  accordingly. 

If  the  accident  is  brought  about  because  of  the  absence  of  any  safeguard  or 
protective  device  required  by  statute  or  ordinance  or  by  public  regulation  under  any 
statute,  the  employer  is  required  to  pay  into  the  fund  50  per  cent,  of  the  payment 
made  out  of  the  fund  on  account  of  the  injury,  if  he  is  responsible  for  the  absence 
of  the  safe^ard.  Whereas,  if  the  workman  is  responsible  for  its  absence,  his  com- 
pensation is  reduced  10  per  cent. 

A  State  Department  is  created  to  administer  the  act,  composed  of  three  com- 
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miBtionen  ftppointed  by  the  Ooferoor.  The  legiiUtnre  approprUtad  $150,000  oat 
of  the  general  fund  to  paj  the  operating  eipenaee  of  the  department  until  the  next 
iKgiilatiTe  leefion.  Except  aa  to  a  few  mattes  left  diKretioiiarj  with  the  depart- 
menty  appeal  liee  to  the  oourta  from  the  deeiaioa  of  the  department  at  the  inetanoe 
of  anj  perton  feeling  aggriered,  neh  appeal  to  be  onlj  npoo  qneetiont  of  fact  or 
proper  conetmction  of  the  act  The  proceeding  i§  infdrmal  and  eommarjr;  jury 
thali  being  prorided  onlj  in  caaet  arising  under  the  penaliaing  pronaiona  of  the  act 
If  the  department  ruling  is  reTened  or  modified  the  proper  fond  mnat  bear  the 
expenae  of  the  litigation,  including  the  attomej'i  fee  to  be  flied  br  the  court 

The  intent  U  declared  that  the  fund  ahall  be  no  more  and  do  lata  than  eelf 
supporting.  Efeiy  dollar  paid  in  by  emplojert  muet  go  to  iajuiud  woHaDen^ 
except  in  caae  the  expense  appropriation  ihould  run  out  between  eeMJoni,  in  which 
caae  the  deficit  ii  made  good,  85  per  cent,  out  of  the  firat  aid  fund  and  15  per  cent 
out  of  the  accident  fund.  The  State  Treasurer  ia  required  to  keep  the  funda  ia- 
feated  at  \ntereet  in  the  olaie  of  tecuritiee  prorided  bj  law  for  the  infeatmani  of 
the  permanent  eohool  fund,  and  anj  uninTetted  funda  to  be  kept  on  depoait  at 
inteieet  on  daiW  balAnceA  in  such  banks  as  hare  been  approTed  by  the  Stale  Board 
of  Finance. 

In  order  that  each  jear  may  provide  lor  its  own  expenaes  the  State  Treaaurer 
ta  required,  aa  loon  u  the  liability  of  the  fund  is  determined  in  any  indiridual  case, 
to  Bsgregate  from  the  fund  the  amount  necessary  (subject  to  the  $4,000  maximum) 
to  take  care  of  that  case  and  keep  it  invested,  as  aboTe  stated,  being  priTileged  to 
borrow  from  the  general  fund  for  that  case  moneys  neeeesary  to  meet  monthly 
payments,  pending  a  conversion  into  cash  of  a  aecurity  belonging  to  the 
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December  27.  1911. 
F.  W.  WMiNAaT^  Ebq.^ 

Genera/  Counsel,  Canadian  Manufaciuren  AsiocuUum,  Toronto.  Camada^ 

DsaR  Sn:  Your  favour  of  the  21st  instant  received.  I  have  read  wiin  much 
interest  the  report  of  your  Special  Committee,  with  the  preparation  of  which  I  Ymim 
no  doubt  you  personally  took  considerable  part  I  think  the  report  is  splendid  and 
hope  it  will  have  good  reeulta  in  connection  with  the  framing  of  your  propoeed 
legialation. 

There  are  two  points  in  it  where  I  sm  in  disagreement  The  first  ia  in  speak- 
ing of  the  Washington  plan  u  a  plan  of  state  inanrmnea.  I  think  ii  would  be  mora 
correctly  deecribed  as  a  system  of  collective  lisbility  administered  by  the  State.  At 
the  same  time,  your  recommendation  of  the  State  being  back  of  the  fund  ia  a  good 
one.  In  some  of  the  earlier  drafts  of  the  bill  1  had  it  prorided  that  if  an  injured 
workman  found  a  defidt  in  the  fund  applicable  to  his  oaae»  ttt  Stale  abouki  maka  il 
good  out  of  ita  general  fund  and  then  recoup  itself  later  out  of  the  indostrf  infohad. 
We  have  the  conatitutional  provision  forbidding  the  State  to  loan  its  credit  to  any 
other  than  a  public  use,  and  wa  had  daoiaioos  in  odiar  Stitaa  passing  vpoii  Uks 
constitutional  provisions  which  rendered  the  proflakp»  aa  I  had  H  ao  iaeorpoiatad, 
of  doubtful  constitutionality.  The  line  of  argument  pursued  by  theee  dedsiona 
referred  to  was  that  the  contribution  of  the  atate  waa  aol  eonfiDad  to  caaee  of 
pauperism-.inotharworda,  the  injured  workman  might  hava  ammj  in  tiia  bank  and 
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other  property  and  still  receive  the  same  aid  as  the  indigent  injured  workman. 
You  have  no  such  constitutional  clause  to  contend  with  and,  therefore,  you  are  in  a 
position  to  improve  upon  our  work  in  that  respect. 

.  The  other  point  is  the  non-provision  by  the  present  for  the  liabilities  of  the 
preeenty  although  I  acknowledge  that  your  plan  has  much  in  its  favour  because  it  is 
the  first  step  to  be  taken.  The  first  step  being  so  taken,  in  the  course  of  a  few 
je*iB  statistics  will  be  gathered,  the  plan  better  understood,  and  it  might  then 
become  possible  and  advisable  to  make  the  present  care  for  its  own  cases. 

Yours  truly, 
Harold  Preston. 
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SXTBIOT  7S0M  THJt  Nsw   YORK  JOURNAL   OF    COMMERCE^   NOYEKBER   llTH, 

1911,  PER. 

BAD  LIABILITY  LOSS. 
In  State  op  Washington  under  the  New  Law. 

The  news  comes  from  Seattle,  Wash,  that  George  A.  Lee,  Chairman  of  the 
Industrial  Insurance  Commission,  has  announced  that  the  claims  for  the  death  of 
eight  girls  in  the  powder  mill  horror  at  Chehalis,  Wa8h.,must  under  the  law  be  paid 
bj  ■Moogmenta  levied  on  the  powder  manufacturers  of  the  State.  There  are  only 
Uuee  concerns  engaged  in  this  industry  and  it  is  likely  that  the  assessments  will  be 
heavy.  At  present  there  is  about  $270  in  this  branch  of  the  insurance  fund  to  pay 
the  claims.  The  maximum  which  can  be  allowed  the  claimants  is  $32,000,  or 
$4,000  for  each  death,  but  it  is  the  opinion  of  the  Attorney-General  that  the  law 
does  not  require  the  payment  of  $4,000  for  the  death  of  a  minor. 

Just  exactly  what  is  the  economic  value  of  a  minor  is  a  question  whicH  the 
Attorney-General  and  the  Industrial  Insurance  Commission  will  be  called  upon  to 
decide  shortly.  The  section  of  the  Workmen's  Compensation  Act  which  will  likely 
apply  to  the  Chehalis  case  is  as  follows : 

•*  If  the  workman  Is  under  the  age  of  twenty-one  years  and  uninarrled  at  the  time 
of  his  death,  the  parents  shall  receive  |20  per  month  for  each  month  after  his  death 
nntll  the  time  at  which  he  would  have  arrived  at  the  age  of  twenty-one  years." 

Whether  sub-section  (e)  of  Section  5  applies  to  minors  is  a  point  which  must 
be  passed  upon  by  the  Attorney-General.  The  question  has  never  been  raised 
before  the  Commission.     The  division  referred  to  reads  as  follows : 

"For  every  case  of  injury  resulting  in  death  or  permanent  total  disahility,  it  shall 
be  the  duty  of  the  department  to  forthwith  notify  the  State  Treasurer,  and  he  shall  set 
i^MUt,  out  of  the  accident  fund,  a  sum  of  money  for  the  case,  to  he  known  as  the  esti- 
mated lump  sum  value  of  the  monthly  pajrments  provided  for  it,  to  be  calculated  upon 
the  theory  that  a  monthly  pajrment  of  |20  to  a  person  thirty  years  of  age  is  equal  to  a 
lump-sum  payment,  according  to  the  expectancy  of  life,  as  fixed  by  the  American  mor- 
tality table,  of  14,000,  but  the  total  is  in  no  case  to  exceed  the  sum  of  $4,000." 

In  no  case  will  any  other  industry  in  the  state  but  the  powder  mills  be  affected 
by  the  Chehalis  tragedy.    The  law  makes  no  provision  for  borrowing  from  any 
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other  branch  of  the  accident  fond.  The  powder  milli  muft  beer  the  harden  of  the 
icddenti  in  their  ovn  deee  withoot  reference  to  anj  other  indoilry.  In  the  eftni 
thet  the  Commieeion  ellows  the  eUim  on  the  beei«  thet  the  perente  or  dependenti 
of  the  girb  thall  receire  $20  e  montli  until  inch  e  time  ee  they  would  heve  trriftd 
at  the  age  of  twenty-one  yearly  the  total  ezpenee  of  the  claime  will  be  approiimatcly 
a«  followi: 

Vara  Mulford.  aged  H  |M8e 

Bertha  Crowne.  aged  U                              • Um 

TtUle  ReeiMiea.  aged  It  . .                  tit 

mdle  WeaUall.  aied  It  Utt 

Sva  OUmore.  aff«d  17  ttt 

Bertha  Nagle.  aa«d  17  ttt 

■the!  Tbarp,  aced  20  itt 

Mra.  Btbal  Henir  (who  l«aTee  eevea-moBth-old  baby)   t.7tt 

Total    llO.tte 

The  $370  in  the  powder  company  iima  wae  paid  in  ny  the  Imperial  Company 
and  the  Puget  Sound  Akika  Company,  on  the  batii  of  ten  per  cent  of  the  pey-rolL 

The  DuPont  Company  hat  not  paid  in  ita  firet  aieeesment  It  objected  to 
being  aaietted  at  the  tame  rate  aa  the  other  companiea,  and  wanted  a  lower  rate. 
Commiaeioner  C.  IL  Pratt  and  J.  H.  Wallace  impacted  the  plant,  and  eay  that 
the  company  hat  done  ererything  poesible  to  protect  ita  workert,  bat  the  law  fixee 
the  tehedule  of  ratet.  However,  the  law  fixee  the  minimum  and  now  the  Imperial 
Company  may  be  aaeesaed  a  higher  rate  than  any  other  company.  It  will  probably 
be  tome  time  before  the  matter  is  straightened  out  by  the  nflkriala.  The  law  hM 
been  held  constitutional  by  the  Supreme  Court,  but  its  Tahoat  ttetkmi  have  nol 
been  interpreted  up  to  this  time.  The  point  as  to  whether  $4,000  has  to  be  set  aatde 
for  the  death  of  each  minor  is  the  most  important  of  these  raised  up  to  the  present 
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Oltxtu^  Wash.,  Dee.  SOtb,  1911 

P.  W.  Wbobnast,  Esq., 

Oen^rai  Caumel,  Canadian  Manufacturtrg'  A$$oeiaHan,  T^romU,  Oni, 

Tour  communication  of  recent  date  to  hand.    We  were  very  murh  surprised 

indeed  to  obeerre  the  statement  made  by ;  it  is  an  aheolute 

mit-etatement  of  the  facts.  Attached  hereto  you  will  find  a  tabulation  of  the  pay- 
menti  into,  and  disbursemente  out  of  the  47  funds  listed  in  our  law,  and  Ka  4^ 
which  ia  the  "  Non-haardoot  elective."  You  will  observe  that  we  have  taken  in 
nearly  $400,000.00  and  paid  out  to  date  lem  than  $14,000.00. 

The  only  important  fact  which  the  powder  daas,  No.  46  teatliet  le  the  undeiir- 
ability  of  small  clattta.  It  does  not  give  sulBdent  opportunity  tot  distrihaties 
of  ri»k.  In  our  State,  the  situation  is  aggravated  in  thit  one  aoull  bbat  faj  Ihe 
fact  that  the  big  DuPont  Powder  Company  have  eo  far  refined  to  pay,  prppoting 
to  conteti  the  constitutionality  of  our  law  in  the  Federal  Coniia. 

I  attach  hereto  a  communication  issued  bv  the  Stale  Vtderation  of  Lahovr 
which  is  eloquent  of  the  appreciation  of  this  State. 
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Our  objection  in  Washington  to  the  English  Act  and  the  New  York  Act 
are  discnased  in  that  paper.    They  are  principally: 

1.  Dependants  cast  off  on  to  charity  after  a  brief  term  of  years. 

2.  The  slow  and  ooetly  court  machinery  retained. 

3.  Economic  waste  in  payment  of  unnecessary  lawyers  and  casualty  companies. 

4.  Employers'  funds  drained  out  of  the  State. 

5.  State  activity  and  public  education  for  accident  prevention  not  emphasized. 

6.  Rates  gOTemed  by  competition  and  conditions  iu  other  states  rather  than 
our  own. 

7.  Statistical  work  by  the  state  important  to  public  welfare  not  performed. 

With  due  seasonal  greetings,  I  am 

Very  cordially  yours. 

The  Industrial  Insurance  Commission. 

By  Hamilton  Hiqdat, 

Commissioner. 


APPENDIX  VIII. 
COPY  OF  CIRCULAR. 
Wabhinoton  State  Federation  of  Laboub. 
To  {he  Trade  Unions  of  ihs  State,  Greeting : 

The  Workmen's  Compensation  Act  which  became  effective  October  first, 
la  daily  demonstrating  its  value  to  the  injured  workmen.  Under  its  provisions 
many  victims  of  industrial  accidents  are  receiving  compensation,  who,  under  the 
old  system,  would  have  become  a  burden  upon  friends  or  subjects  of  charity.  Two 
montiis  of  experience  has,  however,  demonstrated  the  necessity  of  every  organiza- 
tion, whether  labour,  fraternal,  or  social,  that  has  the  welfare  of  its  membership 
at  heart,  participating  more  actively  in  the  securing  of  prompt  attention  in  behalf 
of  its  membership. 

Employers  who  have  hitherto  felt  called  upon  to  guard  against  the  possibility 
of  recovery  of  damages  are  slow  to  awake  to  a  realization  of  the  changes  effected 
by  the  new  law. 

Casualty  Companies  that  have  derived  immense  profits  under  past  conditions, 
are  opponents  of  a  system  that  takes  away  their  source  of  revenue.  Ambulance- 
chasing  lawyers,  who  have  lived  off  damage  suits,  which  they  were  able  to  promote 
under  the  old  liability  system,  are  joining  hands  with  agents  of  Casualty  companies 
and  opposing  employers  in  an  endeavour  to  discredit  the  new  law. 

It  is  the  duty  of  our  organizations  to  rally  to  its  support,  and  gain  for  our 
membership  full  and  prompt  returns  for  injured  workmen.  To  that  end  each 
organization  should  instruct  its  officers  or  the  proper  committees: 

First:  To  secure  from  the  Industrial  Insurance  Commission,  Olympia,  Wn. 
copies  of  the  law  and  necessary  blanks  to  be  filled  out  in  case  of  injuries  to  em- 
ployees received  in  the  course  of  their  employment. 

Second:    To  thoroughly  familiarize  themselves  with  the  law. 
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Third:  To  look  after  mjur^  roemben,  or  in  caae  of  death,  their  heixBy  ^^ 
eae  that  neceesaiy  blanks  are  prompUj  iOled  out  and  fbrwardad  to  the  CommiMioiL 

Fourth:  To  report  to  jour  organintion  and  the  Slate  Federation  of  Laboor 
tnj  defects  found  in  the  law,  iu  operation,  enforcement,  and  other  difBeoltj 
encountered  to  the  end  that  we  maj  look  to  a  future  adjoetment  of 

Bear  in  mind  that  etery  injury  should  be  reported  whether 
that  all  injured  workmen  iu  hazardous  emplojments  are  entitled  to 
from  the  daj  of  injnry.    Aid  them  in  getting  it,  and  jou  will  not  onlj  aid  the 
needj  but  lessen  the  drain  upon  jrour  looal  treasuries. 

For  jour  eo&Tenience  we  CDeloae  card  properly  addrsseed  upon  which  yon 
can  designate  your  needs  as  to  oopiee  of  law  and  blank  forms  which  should  be 
kept  on  file  by  tlie  organization  in  order  to  make  prompt  reporta. 

Trusting  that  you  will  co-operate  fully  witli  us  in  making  a  sucocsa  of  this 
important  Isfialation,  we  remain. 

Yours  fraternally, 
Ohailm  Pubt  Tatloi,  CKia.  R.  Can; 

Seof-Trmu.  President. 


Th$  Oovemor, 

Lansing,  Michigan. 
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Oltmpu,  Wish.,  Dec  20th,  1911, 


My  dear  Sir : 

The  attention  of  this  Commission  has  been  called  to  a  report  to  the  effect 
that  one  of  the  members  of  your  Compensation  Commission  "has  just  returned 
from  Washington  and  found  there  a  most  lamentable  condition  of  a&ira.  The 
liabilities  already  accrued  against  the  State  exceed  by  an  enonnoua  amoist  the 
amount  of  money  on  hand.  There  was  an  explosion  there  where  I  ondtntaDd 
nine  litee  were  lost,  making  an  aggregate  liability  of  $27,000,  and  there  was  only 
1177.00  in  the  State  treasury.  Then,  too,  the  SUte  is  being  deluged  with  all 
eorta  of  petty  claims;  every  man  who  has  a  finger  hurt  seema  to  think  the  State 
treasurer  must  recompense  him.** 

This  Commission  has  no  interest  in  the  particular  system  of  legislation  your 
Commission  approves,  but  it  is  unfair  to  this  State  and  to  ICichigan  that  such  an 
absolute  misrepresentation  of  the  true  facts  stand  uncorrected. 

The  compulsory  State  Insurance  fund  now  amounts  to  about  $400,000.00  con- 
tributed by  approximately  5,000  eetabliahments  grouped  by  the  law  into  47  dasees 
of  ''compulsory  associations''  according  to  similar  tradea  and  hanrdiL  Got  of 
this  fund  there  has  been  disbursed  to  date  lees  than  $15,000.00.  That  the  law 
and  the  policy  and  practices  of  this  commission  are  approved  by  the  heneftriariee 
Is  best  eridenced  by  a  circular  letter  issued  to  all  locsJa  by  the  Wadiii^(toii  Slate 
Federation  of  Labor  urging  the  doasft  co-operation  on  all  working  people. 

The  sole  baais  for  the  untnit  atatement  above  quoted  is  that  our  class  46, 
Powder  Works,  embracee  only  four  establishments  in  this  State,  all  email  except 
that  of  the  DuPont  Company  commonly  known  u  the  Powder  Trust  The  small 
planta  contributed  to  the  accident  fund,  the  laige  plant  propoees  to  test  in  the 


82 

Federal  Courts  the  constitutionality  of  our  law  which  was  unanimously  sustained 
by  our  State  Supreme  Court,  Sept  27th,  1911.  An  explosion  in  one  of  the 
small  plants  resulted  in  the  loss  of  eight  young  girls  who  had  been  permitted  to 
work  in  the  same  room  in  close  proximity  to  large  stores  of  powder.  The  fund 
is  sufficient  for  the  payment  of  the  pension  provided  by  law  to  the  parents  of  these 
girls  for  a  considerable  period,  but  until  the  very  large  powder  company  con- 
tributes its  quota,  the  setting  aside  of  the  reserve  to  the  parents  of  those  children 
required  by  law  must  be  deferred. 

Bespecting  the  filing  of  numerous  trivial  reports,  that  statement  is  correct 
since  our  law  requires  the  employer  to  report  "any  accident,"  and  with  the  begin- 
ning of  its  operation,  October  1st,  the  employers  were  endeavouring  to  comply 
heartily  in  every  detail.  However,  notwifchetanding  the  unfortunate  fact  that 
there  is  no  ''first  aid  fund"  (same  having  been  stricken  out  in  the  legislature),  the 
Commission  does  not  compensate  for  any  injury  unless  actually  compelling  the 
workin^ian  to  abandon  his  job  for  a  period  which  results  in  the  loss  of  more  than 
6  per  cent  of  bis  monthly  wage. 

The  employers  of  the  State  are  almost  unanimously  in  hearty  accord  with  this 
law  and  its  present  administration.  They  have  learned  that  while  the  rates  fixed 
by  ibe  legislature  are  unquestionably  higher  than  casualty  companies  have  insured 
them  for  heretofore,  yet  those  rates  were  contributed  only  a  three  months'  payroll, 
and  no  more  payments  are  to  be  made  to  any  of  the  47  funds  except  such  fund  be 
first  reasonably  drained  by  tiie  accidents  of  that  class;  in  other  words,  they  are 
aasessed  on  the  pay-rolls  at  the  rate  named  only  occasionally  as  necessary. 

Furthermore,  they  appreciate  that  while  casualty  companies  insured  them 
against  legal  liability  which  applied  to  about  fifteen  per  cent,  of  the  accidents, 
this  law  compensates  the  workmen  in  about  100  per  cent,  of  work  accidents  with- 
out regard  to  fault.  In  the  face  of  this,  we  believe  it  will  be  demonstrated  that 
the  actual  rates  which  can  only  be  determined  after  a  year  or  two,  will  in  fact,  be 
less  than  their  outlay  heretofore,  without  considering  their  loss  of  time  and  inci- 
dental expenses  incident  to  the  litigation  system. 

Yours  respectfully. 

The  Industrial  Insurance  Commission,  pbb. 

APPENDIX  X. 
LETTER  FBOM  LARSON  LUMBER  CO. 

Seattle,  Wash.,  Nov.  17th,  1911. 

Mr.  R.  H.  H.  Alexander, 

Secretary,  British  Columbia  Branch  Canadian  Manufacturers   Associaiion, 
441  Seymour  Street,  Vancouver,  B.C. 

Dear  Sir, 

In  response  to  yours  of  Nov.  13th,  I  desire  to  say  that  the  workings  of  the 
Workmen's  Compensation  Act  in  this  State  during  the  eix  weeks  of  its  trial  so 
far  have  been  eminently  satisfactory.       Of  course,  this  is  altogether  too  short  a 
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time  to  form  •  aompwhaariv  oonelofioiL  From  tbo  fitwpoiiit  of  the  mplojir, 
bovo?ier«  I  bafo  preferred  to  carry  mjL  mdiriduel  riek  in  the  ptit  Our  eompenj 
did  not  carry  liability  ineiinuioe  for  eome  tiae^  but  we  eei  aade  one  per  ent 
of  the  pey  rolla  to  cover  fuiBf  paid  to  injured  workmn.  We  endeavovred  to  pay 
all  cmployeee  lome  oompemation,  whether  we  were  liable  or  not  and  I  have  fooid 
in  the  conree  of  eeveral  yearf'  ezperieDce»  that  one  per  cent  of  the  pay  roUa  ooeer- 
ing  the  milU  and  oampe  wee  tulfieient  to  pay  ordinary  tome.  There  ii  a  featare 
of  extraonJiiuiry  loeeee  ttaring  one  in  tbe  face,  however.  The  compeneatioo  Aet 
protects  the  individoal  againit  any  extraordinary  heavy  Iqm  mch  ae  nii^  ariee 
from  the  bnnting  of  a  boiler  for  example. 

On  aooonnt  of  my  previooa  expenenoe,  aa  ootlined  aoore»  i  wia  aooMwhal 
oppoeed  to  the  State'e  Compenaation  Act,  as  their  charge  contemplated  a  eoel 
of  two  and  one-half  per  cent,  on  tlie  payroll.  However,  we  were  able  to  get  an 
amendment,  which  made  the  two  and  a  half  per  cent  an  advance  and  made  tbe 
eubeeqnent  aeee«nient  cover  only  actoal  Iocms  paid. 

Answering  Mr.  Wegenasf  s  qneetion  as  to  whether  the  qfatem  ia  pvateable 
from  an  employer's  standpoint  to  the  common  lew  eyitem  of  the  altcmaie  el  the  in- 
dividual liability ;  I  am  inclined  to  the  belief  that  it  is  vastly  superior  to  the  old  com- 
mon law,  especially  as  it  has  been  practised  in  the  Western  States,  and  I  believe 
on  sccoont  of  the  lisbility  of  extra  hasard  it  is  preferable  to  the  indiridoal  liability 
of  employers.  Of  conree,  as  I  said,  all  is  in  the  natnre  of  an  experiment,  being 
someniiat  more  advanced  and  socialistic  than  any  other  in  existence.  I  oppoeed 
it  in  the  beginning  aa  stated  above,  bnt  am  now  convinced  that  law  can  generally 
be  administered  to  the  satisfaction  of  employers  and  to  the  relief  of  employeea, 
whereas  before  very  little  of  the  actual  money  paid  reached  the  injured  party. 

I  tmst  that  this  answers  your  questions.    With  personal  regards,  I 

Very  truly  yours, 

J.  W.  BlOWDKU 
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APPENDIX  XII. 
DR.  FRIEDENSBURG'S  PAMPHLET. 

Some  newspaper  attention  has  recently  been  attracted  by  a  pamphlet*  in 
which  certain  features  of  the  German  system  of  workman's  insurance  are  adversely 
criticised.  The  pamphlet  is  the  work  of  Dr.  Ferdinand  Friedensburg,  a  retired 
member  of  the  governing  body  of  the  Imperial  Insurance  Department  of  Germany. 

The  pamphlet  is  remarkable  if  for  no  other  reason,  because  it  is  the  one 
dissenting  voice  in  the  chorus  of  the  sometimes  extravagant  praise  of  the  German 
insurance  system.  Dr.  Friedensburg  was  originally  appointed  on  the  Senate  of 
the  Insurance  Office  as  representative  of  the  ultra-conservative  element  who  were 
opposed  on  principle  to  the  social  insurance  schemes;  and  he  has,  it  appears, 
throughout  his  tenure  of  office  maintained  an  attitude  of  critical  dubiousness. 
The  whole  tone  of  the  pamphlet  though  it  undoubtedly  contains  much  that  is 
cogent  and  valuable,  is  one  of  caustic  sarcasm  not  indicative  of  an  unbiased  dis- 
position. It  is  in  places  marked  by  exaggeration  and  distortion  of  facts,  bordering 
upon  disingenuousness  and  appears  to  carry  much  less  weight  in  the  country  of 
its  origin  than  has  been  attributed  to  it  by  foreign  reviewers. 

The  criticisms  are  of  course  not  confined  to  the  accident  compensation  system 
Imt  apply  to  the  whole  German  system  of  social  insurance  against  accident,  sickness 
and  old  age,  with  particular  reference  to  the  first  two.  Some  of  the  criticisms 
referred  to  will  therefore  be  found  wholly  or  partially  inapplicable  to  the  accident 
compensation  phase  of  the  subject. 

It  is  difficult  to  analyse  Dr.  Friedensburg's  strictures  into  specific  counts, 
but  at  the  risk  of  imputing  a  definiteness  which  is  wanting  in  the  article  itself, 
the  following  items  may  be  extracted.  It  is  said  that  the  original  object  and 
intention  of  the  system  as  expressed  in  the  Imperial  message  establishing  it,  namely : 
to  ''Consolidate  the  economic  forces  of  the  nation  by  means  of  industrial  associa- 
tion under  state  supervision"  has  not  been  realized  in  result.*  On  the  contrary, 
it  is  intimated  that  the  economic  burdens  imposed  by  the  system  tend  to  handicap 
German  industry  and  commerce  in  its  competition  in  the  markets  of  the  world.' 
The  fear  is  expressed  that  in  time  of  war  or  depression  the  burden  of  insurance 
may  become  ruinous.*  The  trade  associations  are  said  in  some  cases  to  be  in  a 
precarious  financial  footing,  not  maintaining  adequate  reserves.  The  administration 
of  the  system  is  said  to  engage  an  unduly  large  official  staff  and  to  involve  an 
undue  amount  of  clerical  labour.  The  system  is  said  to  encourage  litigation  and 
to  involve  an  excessive  number  of  appeals.  The  chief  complaint  is  against  the 
spirit  in  which  the  system  has  been  administered,  and  this  complaint  sums  up 
and  includes  most  of  the  others.  It  is  asserted  that  in  the  effort  to  popularize  the 
system  and  to  placate  the  working  classes  the  legal  or  juristic  conception  originally 
intended  to  be  embodied  in  the  system  has  been  lost  sight  of.  Those  in  charge 
of  the  administration  are  said  to  have  shown  too  great  solicitude  on  behalf  of 
^e  claimants  of  benefits.  Judicial  officers  have  combined  the  functions  of  judge 
and  advocate  and  are  influenced  by  benevolent  and  philanthropic  sentiment  rather 
than  by  principles  of  justice.  Humanitarian  appeals  in  individual  cases  weighed 
strongly  afirainet  broader  considerations  of  equity  and  economy.     Individual  en- 

'  Praxis  der  deut«chen  ArbelterverBlchenin^  (Berlin,  1911).  Translation  by  Louis 
H.  Gray,  Workmen's  Ckxnpensation  and  Information  Bureau,  New  Tork. 

•P.  9  (Gray,  24). 
>.      "P.  5  (Gray,  19). 

*P.  6   (Gray,  20). 


87 

crotchmentf  are  leiied  upon  m  precedents  for  geneni  eittfiumn  of  peotion  nghu; 
••  A  retolty  it  if  Mid  that  timnletton,  ouUingeriiig;  frrad  and  pvjviy  hsPi  baoooM 
•0  common  at  to  demoraliaa  the  whole  adminiftnition  and  Hia  atbet  hat  bean  to 
panperiia  the  working  population  and  to  itifle  thrift  and  enterpriaa. 

In  manj  particolan,  the  cntieiama  ara  inoonafitont  and  talf-eoiitradictofy, 
in  oliier  partioolan  tbqr  tra  manifMlj  untenable  in  the  light  of  gnaial  know- 
ledge. Whik  it  ia  depbrad  in  one  place  that  the  baDafolani  attitade  of  the  eonrti 
baa  made  it  almoat  impoetibie  for  a  workman  to  fail  in  eaUbliihing  hia  claim 
in  another  plaoe  ilguret  are  cited  ahowing  that  of  the  total  number  of  elaiaM  00I7 
16.7  are  granted  on  applioation,  and  of  the  appUcatioua  for  refiaioii  in  voaaeeaaM 
caaee  only  10.5  per  cent,  enoeeed.*  Again  Dr.  Friedenaborf  eiprHaat  alarm  at 
the  growth  of  patomaliam  and  boreaueracj  while  at  the  eane  time  adfoeating  the 
oompleto  aiaumption  bj  the  SUto  of  the  whole  adminittratioo  of  the  inaannea 
•jitom  and  the  collection  of  the  insurance  fund  through  the  medium  of  the  atato 
ilaeal  machinery.  He  admits  that  it  was  the  intention  that  the  8Uto  ahonld  make 
provision  {ttaatlieh$  Funwrgt)  for  workers  who,  through  sickneeiy  indnatrial 
aooidenty  inTalidity  or  old  age,  hare  become  incapacitated,'  and  that  the  syatem 
waa  freed  from  all  legal  formalities  and  red  Upe* ;  yet  he  infeigha  bittorly  against 
the  departure  from  the  ''  juristic"  conception  of  the  insurance  ayitem 
and  the  informality  of  proceedings  by  which  daima  are  established.  Tlie 
aii^ment  that  insurance  systems  have  militated  against  the  soooesa  of  German 
industry  and  commerce  ia  refuted  by  the  oonsenaus  of  opinion  amonfit  tipart 
authorities  in  Germany  and  in  foreign  countries.  This  opinion  iM  well  axprsand 
by  Dr.  Kaufman,  President  of  the  Imperial  Insurance  Office  The  workera* 
lifea  preferred  mean  maintenance  and  increase  of  our  national  resonroas,  and 
therefore  give  splendid  returns  for  the  heavy  financial  burdens  which  social  inanr- 
anoe  places  upon  economic  structure.  It  is  not  an  accident  that  the  unpreeadaBtod 
axpanaion  of  German  commerce  and  industry  and  the  wonderful  improvwnaBt  in 
the  economic  welfare  of  the  nation  during  the  last  twenty  jears  haa  happened 
ooncurrently  with  thorough-going  improvement  in  the  condition  of  our  workeia. 
There  is  a  doae  connection  between  the  two  events.''* 

The  fignrea  given  by  Dr.  Friedensburg  ss  to  the  number  of  officials  engaged 
upon  the  system  do  not  appear  in  the  light  of  the  population  of  Germany  and  the  «• 
tent  of  the  system  to  represent  an  excessively  large  administrative  staff,  and,  it  m^ 
be  added,  that  with  the  exception  of  the  more  fully  developed  Stala'a  aehflBM  a«9> 
gefted  by  Dr.  Friedensburg  himself,  no  other  system  of  inaQfanee  wo«ild  aflord 
any  superiority  in  thia  respect  Notwithstanding  Dr.  Friedensburg^s  criticfaiM 
insurance  administration  in  Germany  is  admittedly  the  moat  efficient  and  aeOD- 
omical  known  in  the  world. 

Aa  to  the  aolvency  of  the  trade  fffodationa  it  must  be  remembered  that  nnder 
the  German  system  it  is  not  neceefaiy  to  ffi  np  raasrvea,  but  ia  sufficient  to  collect 
each  year  only  enough  to  pay  the  year^a  penaioiia  with  a  «mall  margin  for  an 
amatgauey  fund.  As  a  matter  of  fact,  it  has  been  strongly  protested  that  the 
margin  regulariy  added  to  the  amount  required  for  the  year^a  ootlay  haa  bean 
too  Urge.  The  accumulated  reaartef  had  in  1909  leached  tiie  tmmenfa  aom  ol 
$MO,000,000.* 

•P.  SS  (Gray.  51). 

*P.  1  (Oray.  16). 

•P.  S  (Gray.  17). 

*8ellwedtBuui  and  Emery.  Accident  Prevention  and  Relief,  page  SS,  and  tee  similar 

Eapi  FM.  Coo.  U.8. 
*MiwedtaMn  and  Bmenr.  Aeddent  PrevenUon  and  Relief*  pp.  SS.  41. 


In  their  general  character  the  criticiamd  are  anything  but  constructive  and 
little  or  no  attempt  is  made  to  point  out  remedies  or  attemativcs;  but  a  few  con- 
stmctive  suggestions  are  made,  and  these,  in  the  Ught  of  the  general  tenor  of 
the  pamphlet  are  of  a  surprising  character.  The  conclusion  of  the  whole  argu- 
ment is  given  in  the  following  remarkable  passage.  'The  system  of  workmen's 
insurance  cannot  be  fully  beneficial  until,  freed  from  all  exaggeration,  and  in 
particular  from  ooDsdous  or  unconscious  subservience  to  the  lower  elements,  it 
operates  as  a  state  institution  unpartisan,  as  any  other  department  of  the  state."^ 
in  another  portion  of  the  pamphlet  he  suggests  that  ''A  tax  might  have  been  levied 
far  more  cheaply  nor  would  it  have  required  the  huge  army  of  officials  the  intricate 
mechanism  of  administration  or  the  costly  system  of  vouchers  and  the  like."' 

But  while  there  is  little  constructive  criticism  the  writer  is  at  pains  to  disavow 
opposition  to  the  essential  principles  of  the  German  system.  Thus  he  states  that 
it  is  far  from  his  intention  to  say  anything  in  opposition  to  the  Qermen  social 
insurance  legislation  or  its  development.'  Again,  he  says:  ''This  does  not  imply 
that  the  Trade  Associations  should  be  abolished.  That  would  be  the  most  serious 
TftMi^lrft  that  could  be  made  for  if  anything  has  stood  the  test  it  has  been  the 
Trades  Associations;  and  they  are  indispensable  as  constituting  the  most  effective 
means  of  representation  for  that  portion  of  the  community  which,  notwithstanding 
the  facility  which  their  opponents  display  in  manipulating  their  figures,  bears 
by  far  the  greatest  portion  of  the  cost  of  the  insurance."*  Even  in  the  title  of 
his  pamphlet,  Dr.  Friedensburg  guards  himself  by  announcing  his  subject  as 
the  "praxis"  as  opposed  to  the  theory  or  principles  of  the  German  system  of 
insurance.*  And  this  attitude  is  home  out  in  the  discussion  which  is  almost 
entirely  a  deprecation  of  the  miscarriage  of  the  original  juristic  conception  which  the 
law  was  intended  to  embody.  The  complaint  is  not  against  the  law  or  the  sjrstem 
but  against  the  alleged  compliant,  class-serving  and  paternalistic  spirit  shown  in 
its  administration. 

The  chief  and  perhaps  the  only  value  of  the  article  consists  in  its  calling 
attention  in  an  emphatic  if  hyberbolic  manner  to  the  dangers  of  allowing  the 
admindstration  of  an  insurance  system  to  be  controlled  by  short-sighted  human- 
itarian and  charitable  sentiments.  This  may  be  evinced  not  only  in  the  benevolent 
allowance  of  claims  not  strictly  justified,  but  also  by  charitably  relieving  the  work- 
men from  participation  in  the  cost.  For  Dr.  Friedensburg  does  not  confine  his 
criticisms  to  the  official  and  the  workman.  "Insurance  was  intended  as  a  right 
which  the  insured  was  to  help  secure  by  his  own  efforts;  in  this  way  he  was 
to  be  won  to  a  participation  in  the  thought  and  activity  of  the  nation;  he  was 
to  learn  not  to  rely  upon  the  help  of  others  but  rather  to  work  out  his  destiny 
by  his  own  efforts.  With  deliberate  and  well-considered  purpose,  therefore,  the 
original  draft  of  the  sickness  insurance  law  made  it  the  duty  of  the  employer  to 
deduct  half  of  his  contribution  to  the  insurance  fund  from  the  wages  of  the  work- 
men. But  in  t^is  instance  it  was  the  Reichstag  itself,  which,  unable  to  do  enough 
in  its  benignity  and  its  craving  for  popularity  changed  the  obligation  into  a  mere 
authorization  which  to  a  large  extent,  has  remained  a  dead  letter.     Of  course, 

*P.  48  (Gray,  62).  It  Is  dlfBcult  to  translate  the  force  of  the  original:  "Die  Arbeiter- 
▼ersichening  kann  nur  dann  segensrelch  wirken,  wenn  sie,  losgellost  von  alien  iibertrle- 
bungen.  insbesondere  von  der  bewuazten  oder  unbewuszten  Liebedlenerei  nach  unten,  all 
eine  Staat«eir.rlchtung  arbeltet,  parteiloa  wle  Jede  andere." 

■P.  41    (Gray,  64). 

•P.  6   (Gray,  20). 

•P.  47  (Gray,  61). 

•  Dr.  Gray  has  mistraxialated  this  as  "  Practical  Resulte." 
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the  concept  itaelf  U  not  yet  quite  dead.  Only  reoentlj,  the  Cbember  of  Commftret 
at  Fitujkfort-oD-the-Oder  oppoeing  a  projected  iniunuioe  Uw  for  priTtte  offidah^ 
has  placed  iUelf  oo  record  that:  The  aieiimptk«  by  the  State  of  teo  laife  a 
reaponiiihility  in  providing  for  iu  citiiena  infolvw  the  grave  danger  that  indiTidiial 
reeponaibility,  that  powerful  incentive  to  thrift  and  enterpriae,  may  become  gradu- 
ally atruphied.' "*  And  of  employen  themealfee  the  oomplaiDt  i§  that  *'it  haa 
long  aince  become  the  regular  custom  for  maaten  and  their  cnmple  haa  been 
followed  by  many  other  employers,  aepectally  in  rural  districta—to  pay  the  fall 
contributiona  towards  the  invalidity  insurance  of  their  insnraace;  and  not  to  8nb> 
tract  the  half  aa  they  may  optionally  do.  Many  indeed  kn^  of  no  other  eo«|rae; 
and  many  would  even  be  aahamed  to  do  it"^ 

Mnch  mora  remarkable  than  the  article  itaelf  ia  the  attempt  of  the  advocataa 
of  the  system  of  individual  employers'  liability  with  voluntary  inso ranee  to  nee 
the  pamphlet  in  aupport  of  their  views,  and  as  an  ezposA  of  the  weakneaa  ol 
state  insurance.  The  article  is  being  quoted  by  repreeentatives  of  the  liability 
insurance  interests  in  oppoeing  the  idea  of  state  insurance.  Uaed  for  thJa  pur- 
poee  the  article  is  certainly  a  boomerang.  In  the  first  place,  the  German  syatem 
of  accident  compepsation  is  not  a  State  insurance  qpitem,  and  in  the  seoond  pUee» 
as  has  been  pointed  out,  the  strongest  argument  fontalned  in  the  artida  la  • 
plea  for  state  insurance.  Moreover,  Dr.  Friadenriwuy  la  moat  amphatie  in  diadaiB- 
ing  dissent  from  the  underlying  principles  of  the  Qerman  system.  He  intimatea 
that  he  would  be  a  "blind  fooP'  who  would  ''fail  to  recognise  that  the  bleasinfi  of 
the  insurance  system  cannot  be  fully  described  even  by  the  use  of  the  tmk&marj 
expressions  of  unqualified  laudMion.'^ 

The  following  letter  by  Dr.  Zacher,  the  recognised  authority  on  the  German 
insurance  system,  is  quoted  from  the  brief  presented  to  the  Federal  Commissioo 
on  Workmen'e  Compensation  by  Mr.  Ferdinand  C.  Schwedtman,  on  behalf  of  tfaa 
National  Association  of  Manufacturers  of  tiie  United  9tatea,  and  probably  repr^ 
senta  with  fair  accuracy  the  views  of  those  best  in  a  position  to  estimate  Uie  force 
of  Dr.  Friedensburg's  critioiam: 

Bnux,  April  19th,  191L 
My  dear  Mr.  Schwedtman, 

In  reply  to  your  favours  of  March  31st,  and  April  7th,  I  b^  to  aand  yo« 
herewith  Uie  desired  particulars  of  Dr.  Friedensburg.  His  statamaat  mnat  not 
be  taken  too  seriously.  Dr.  Friedensburg  has  been  generally  known  even  during 
his  active  connaction  with  the  Imperial  Insurance  Department  as  the  solitary 
advocate  of  eitfsma  tandandea.  Hia  preeent  artidaa  sibov  an  unwarranted  ten- 
dency to  oondemn  a  great  national,  social  insurance  sy«t«m  on  account  of  a  few 
shortcomings  in  some  of  its  details.  That  any  systam,  oovmng  by  compniaaon 
nearly  all  of  the  working  population  of  a  natmit  haa  soma  (bMb,  aapaciaHy  a* 
tba  Uglnning,  is  natural,  and  I  have  long  ago  called  attantiop  to  them  in  mr 
wvrka  on  aodal  insurance  but  have  at  the  aama  tiosa  pointed  o«t  their  remedies. 

While  I  have  the  highest  rsgard  for  the  sense  of  justice  and  fairness  of  Dr. 
Madansburi^  who  for  many  years  was  my  asaoctato  ia  ofllea;  I  know  that  tiMn  la 
no  foundation  for  his  accusation  on  the  pert  of  the  Gennan  Imperial  Departmant 
in  favour  of  tba  wage  workera.  The  kbour  praaa  haa  in  recant  years  with  equal 
lack  of  immm  aoowed  this  department  of  the  oppoaita  tmUmtf  that  li^  ol 
injustice  to  the  vrage-workar. 

*P.  41  (Gray.  M). 
•P.  40  (Orar.  M). 
•P.  4S  (Oray.  SO). 
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Surely  there  can  be  no  reaaonable  talk  of  a  deficit  actuarial  or  otlierwiBe,  or  of 
financial  difficulties  in  our  insurance  system,  in  view  of  an  accumulated  reserve 
fund  of  $500,000,000,  especially  if  our  insurance  laws  continue  to  be  carried  out 
properly,  and  every  abuse  continues  to  be  promptly  and  effectually  met  I  am 
of  the  opinion  that  a  compulsory  national  insurance  system  does  not  require  the 
complicated  method  of  figuring  in  advance  exact  final  costs  which  of  courpe  must 
be  part  of  a  voluntary  insurance  system,  but  remains  always  a  factor  of  uncertainty. 

Men  sufficiently  familiar  with  this  subject  to  judge  are  unanimous  in  pro- 
nooncing  the  underlying  principles  of  the  Qerman  insurance  system  thoroughly 
•oond,  and  in  declaring  the  system  a  wonderful  factor  in  establishing  for  the  whole 
fiation  a  higher  level  in  culture  and  industrial  efficiency.  Practically  every  one 
agrees  that  the  shortcomings  of  our  insurance  system  are  extremely  small  in 
comparison  with  its  wonderful  advantages  and  especially  in  the  compulsory  feature 
responsible  for  a  growing  spirit  of  thrift  and  economy  which  is  full  of  importance 
and  promise  for  the  future  of  the  nation. 

Wishing  the  National  Association  of  Manufacturers  a  succeissful  annual 
convention,  I  remain. 

Sincerely  yours. 

Dr.  Zacher, 
Director  Qerman  Imperial  Statistical  Department, 
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aadar.  St. 

QaiAT  BarrAisi:  ffeo  Baoi.wa  Aoi; 


XaainauAL  LiAaiUTT  Btotsm:  Ooadoaaod  aaaimary  of,  10;  doiHla  oC  ,  „ 

doea  not  inaiir«»  eolTeBcy.  48.  40;  Bagllah  ayaCam  ekiof  atpoaam  of,  44.  80;  lavaNw 
drcalty  of  obligation,  48;  goaoral  oteamary  of,  44;  glvaa  rloo  to  li 
prejudicial  to  intoraala  of  coeunaafty.  48;  mltltataa  agatan  aaiployaMat  of 
and  m«im<^  workmoa,  40;  aot  adapted  for  aataaaloa  to  fluaUaft  40:  aot 
padble  wItb  a  earraet  coat  plan.  89.  48;  not  coadadre  to  accldaat  pravaatloa,  IT, 
48:  not  paraMaaat  40.  41.  42:  not  prodacttra  of  axpert  Inspoetloa,  84: 
payaieata  aot  fadHtated  by.  40;  prodactivo  of  Utlaatloa,  4S.  40;  raqaliaa 
op  of  raaanraa^  40;  Ttolotao  prtndpleo  of  nataral  JaatSoa,  44.  40; 
COnailaBlon  ra;  48;  waatefal,  48.  40;  aoa  also  Iffwai  !■■  Acr. 

Iivancnoiv:  Collectlre  liability  ayaten  prodoctlTa  of  aipart  Inspection,  84;  aot  fadU- 
bUad  aador  ladlv4doal  liability  aywtom,  84;  nader  Korwegiaa  Ad,  85. 
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IH8UBA5CB:  Analysis  of  various  ■yitema  of,  10,  43;  collective  liability  purest  form  of, 
48:  efflcieDcy  of  various  systema  of.  32,  33;  report  of  Canadian  Superintendent 
of,  58;  employers'  liability  insurance  diatlngulshed  from  accident  insurance,  68; 
•ee  also  Employbbm'  Liability  Insubaicob. 

InnoouGTOST,  7. 

KAvruAjt,  Dr.,  86. 

Lnt»  060.  A.,  7B. 

LiABnjTT  IicsuBAifCB  CoMPARucs:  See  Emplotebs*  LiABiLmr  Insubaroc. 

LrriOATiox:  Induced  by  individual  llablUt}'  schemes,  45.  46;  minlmlied  by  a  collective 
liability  system,  48. 

Lump  Sum  Patmbhtb:  An  inducement  to  self-inflicted  injury,  28;  discouraged  by  col- 
lective liability  system,  48;  discusaion  of,  22;  Involves  capitalised  plan,  64; 
not  equitable,  23;  provided  for  by  English  Act,  51;  tendency  towarde,  under  in- 
dividual liability  system,  46;  will  be  superseded  by  periodical  payments,  64; 
workmen  unaccustomed  to  handling  of,  22. 

IIahitdba:  Act  of,  unaatisfactory,  41. 

ilASSAciii'SETTs  AcT:  A  collectlve  liability  system,  47;  anab-sis  of,  56,  57;  expected  to 
displace  liability  companies,  50. 

ilBDiCAL  Phabx:  Adjustment  through  report  of  physician,  84;  expert  medical  attendance, 
46;  under  Washington  Act,  54. 

Mbthods  of  Collectino  Funds:  Bee  Funds. 

Mrhodb  of  Compensation:  See  Compensation. 

Hbthods  of  Paying  Compensation:  Recommendations  for  in  Ontario,  71. 

Michigan:  Act  of,  expected  to  displace  liability  companies,  50;  a  collective  UablMty  Act, 
4T;  letter  to  Governor  of,  81. 

HrrcHELL,  John,  27. 

Mutual  Absociations:  See  Coixbcttve  Liabilttt  System. 

National  Association  of  Manufaotubxbb,  UA,  17. 

NraJOENCs:  Theory  of,  19. 

New  Yobk:  Act  of,  expected  to  displace  liability  companies,  50;  Act  of,  has  benefits 
according  to  anatomy  schedule,  45;  has  introduced  collective  liability  Act,  47;^ 
Insurance  sUtistlcs  of  Commission,  60;  premium  rates  compared  under  employers' 
liability  law  and  workmen's  compensation,  37. 

Kbw  Yobk  Joubnal  of  Commebcb:  Extract  from,  78. 

New  Yobk  Outlook:  Article  from,  74. 

Nobway:  Analysis  of  Act  of.  54,  55;  deficit  in,  65. 

Ohio:  Analysis  of  Act  of,  65,  56;  contribution  from  workmen  under  Act  of,  28;  an 
optional  SUte  Insurance  Act,  26,  48,  50;  statistical  investigation  of  Commission 
of,  21,  73. 

Ontabio:  Probable  rates,  if  Individual  Liability  Act  introduced,  88;  recommendations 
for,  69,  72. 

Optional  Insubance:  See  State  CoMPETmoN. 

PaBLIAMENTABY  COMMriTEE,  17. 

Penalty:  Fop  carelesBneas,  etc,  on  part  of  workman,  19;  under  Waahington  Act,  21,  26. 
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fhaiiobtcAi.  PATMsirii:  OoapUttU  AeUariftl  eompoUtloii,  CI;  ffcrlHtafd  viidar  a 
eollaiUve  lUbiHtj  ITiUai,  4«:  more  — Hifaitory  tkui  laoip  «■»  paywn,  St; 
not  CaiMlltAUd  under  liidlvldtiAl  lUbUltj  fyiUm.  4€:  pro^ldOB  to  BacUA  kdi  for 
tS;  will  taperMde  Imnp  fom  paTHMttti.  M. 


PHUfAUBsicT:  Uck  of  In  lodlvldoAl  lUbUltj  ■ritoflit,  41.  4S.  44;  most  protatU  In  eol- 
laeUve  lUblUty  lyitem,  4S. 


Pouan:  UmlUd  to  IS.000  la  Ouiftda.  tt.  It. 

POUnOAL  IlTfLUIIiOi^  50. 
PiuTT,  a  A^  7f . 


PKMiUMt:  Cart  oadar  carrent  co«t  plan  of,  6S;  la  Kactoad.  Brftlik 
and  N«w  York.  S7.  3S;  proportloa  of.  paid  to  Insured  to 
tl:  to  Now  York.  «0:  la  Ualtod  BtatM.  10. 

Vwmrton,  Harold.  76.  78. 

Patmrrtoif  or  AcciDRSVTt:  Actuarial  plan  a  detenninins  tactor  la.  If;  Braadilt  ML  T4{ 
oollectlTe  llabtllty  tyvteaM  Imto  bom  lueeffal  to.  II.  41:  MiplOfiiWf  MMOliiitOM 
In  rotation  to.  71;  •mplojors'  llabllltr  Inauranco  not  eoadodro  to.  CS:  ladtfldaal 
liability  ajBtoni  not  ooadoelre  to.  17.  44 :  lucceM  antlctpatod  to  WaahlagtMu 
IS;  auceuM  of  Oonaaa  enrront  cost  plan.  €7. 


Coadoaaod  tDmmarj  of.  9;  dlacuasloa  of,  16.  41. 
Pbitats  CourAiiaa:  Btt  BifrLoma*  LuaiLtTT  Ixauaajicm. 
PaociDuit:  Aeo  AajusTifs.xT. 
FaofisaioivAL  Risk:  tboory  of,  U).  SO. 
Qumo  Act:  Periodical  payments  under.  04;  premium  ratio  Increased  by,  S7. 


Ratss:    DlfflcuMr  of  determining.  69.  60;    flxlnc  of.  00;    Oorman  atottoUoi  •!  OS; 
British  Columbia..  Einfland,  Quebec,  and  New  Yoril.  S7.  tt; 
of.  by  Insurance  companies.  49.  69.  00;  nx' nmiaidatlOM  for  ooatrol  o(  to 
70;  rise  of.  under  Qerman  system.  00.  07;  toe  alto  Actuahal 


RBooMifsiinATioiis:  Aetnarlal  method.  70;  admlnlstratlre  l>ody.  09;  adIaatoMBtof 
70;   appeals.  71;    condensed  summary  of.   12;   control  of   rates.  70; 
associations,  71;  first  aid  fund.  7S;  funds,  the  method  oC  coUecttoc  00; 
tasimory  oA  09;   methods  of  paying  connwoMtlOB.  71;  aatart  of 
ipowers  of  Oommlssloa.  09. 


i. 

Riusr:  B—  OoMP»iaAno!f. 

Riina:  Under  Quebec  Act,  04. 

Rooar  or  Scrmnrmnicirr  or  iHsmujioa  or  CajiAnA,  St.  01. 

Ranonras:  Capitallied  plan  roqolrsa,  05,  00;  dlfBcolty  of  forrinf  insaraaos  ooaipaalos  to 
•St  ap  adequate,  49;  aoeeasary  nader  an  Indtndoal  liability  ayatoai.  40,  OS.  04: 
aador  Aaatrlan  Act  06:  aadar  Gorman  Act,  00,  S7;  under  Norwctlan  Act,  Oi; 
aad«r  W!Mhln«Con  Act.  00. 

SovwDTMAiv.  r.  C.  ti,  89. 

fccmiaa  IirsTnuxci:  Baitoitod  In  Oermaa  ^ratom.  II 

eofVLATioif :  Waiting  ported  as  a  detarrtat  of,  SI. 

SootAuano  CuMairr  ni  WoaaMm's  COMmsATioir.  SO. 
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80I.VSKCY:  Guaranteed  under  collecUve  liability  flyetem,  47;  highest  degree  of ',  . 
under  German  aystem.  24;  no  guarantee  of,  under  employers'  liability  In^V 
62;   not  assured  under  individual  liability  ayBtems.  45;   should  be  assured.  . 
workmen  have  first  charge  on  employers'  insurance  dues  under  English  Acts  of 
1S97  and  1906,  45. 

State  CoMPCxmoN:  Drives  employers'  liability  companies  out  of  busin^tes,  41,  50;  In 
goneral.  49;  in  Ohio,  26,  48,  49,  50;  in  Sweden,  41,  49. 

State  Dbpaetxekt:  In  Matsachucetts,  56,  57;  in  Norway,  54;  In  Ohio,  55,  56;  in  Sweden 
competes  with  private  companies,  41.  49;  in  Washington,  49,  53,  76;  reconunenda- 
tions  to  Ontario  Commission  for,  69;  statement  of  Washington  Industrial  Com- 
mission, 84,  85;  tendency  towards,  41. 

State  IifsusAivcB:  See  ETtate  Liabilitt  Ststem. 

SfrATt.  LiABiLmr  System:  Advantages  of,  49,  60;  analysis  of  Norwegian  Act,  54,  55;  of 
Ohio  Act,  55,  56;  of  Washin^^n  Act,  52,  54;  condensed  summary  of,  11;  distlno- 
tioo  between  State  insurance  and  State  liability,  49;  general  summary  of,  48;  or 
collective  liability  system  ultimate  solution,  41;  possesses  all  the  advantages  of 
a  collective  liability  system,  50;  State  guarantee  essential,  50;  State  should  bear 
cost  of  administration,  82. 

State  euitRvisioN  of  Iksubanck:  Diffloulty  of,  with  private  companies,  49;  Frledensburg 
proposals  for  Germany,  41. 

Statistics:  Lack  of,  49,  59,  60;  of  workingmen  under  German  Act,  73;  re  con- 
tributory principle,  27;  re  current  cost  plcui  in  Germany,  68;  re  increase  in 
liability  insurance  rates  in  British  Columbia,  England,  Quebec,  and  New  York, 
37,  38;  re  proportion  of  fault,  29,  30;  reliability  of  German,  66;  United  States  and 
German  compared,  73. 

Sdmmabt  op  Brief,  9. 

Sweden:  Individual  liability  system  of,  49;  State  Insurance  department  gradually 
eliminating  private  companies,  41. 

Switzerland:  Cbntrlbutes  to  accident  Insurance,  32. 

Tbaobs  Associations:   In  Germany,  52,  53,  88;  recommendations  for  In  Ontario,  71. 

TlUDE  Unions:  Attitude  of,  towards  contribution  to  compensation  fund,  27. 

United  States:  Proportion  of  premiums  paid  to  Insured  In,  60,  61. 

Wabtetulness:  Of  Individual  liability  system,  45,  46;  of  employers'  liability  Insurance; 
60^  61. 

**  Wkboeld*':  Theory  of  compensation,  23. 

WoEK  AccroENTs:  See  Accidexts  and  Prevention. 

Wobkmkn:  Attitude  of,  towards  contribution,  27. 

Workmen's  Compensation:  See  Compensation. 

Wasbinoton  Act:  A  State  liability  Act,  11,  49;  analysis  of,  53,  54;  analysis  of  draft 
bill  of,  75,  77;  bad  liability  loss  under,  78,  7^;  benefit  system  of,  40;  Chehalls 
Powder  Works  accident,  18;  circular  of  Washington  State  Federation  of  Labor, 
80,  81;  cost  of  administration  for  first  six  months,  33;  ddfference  between  It  and 
German  system,  43,  47;  employers  drop  liability  insurance,  26;  employers  grouped 
according  to  hazard,  47;  Hamilton  Hlgday  re,  79,  80;  Industrial  Insurance  Com- 
mission, statement  of  funds  in  classes,  84,  85,  Industrial  Insurance  Commission 
urges  creation  of  first  aid  fund,  32;  letter  of  Industrial  Insurance  Coram ission 
to  Governor  of  Michigan,  81,  82;  letter  of  Larson  Lumber  Company  re,  82,  83; 
need  for  a  first  aid  fund,  35;  on  a  capitalized  basis,  12.  64;  penalties  for  negli- 
gence under,  26;  Preston  on,  78;  Report  of  Commission  re  Individual  liability 
scheme.  45;  reserves  under.  66;  said  to  be  a  collective  liability  system,  50,  77,  78; 
waiting  period,  as  suggested  In  Washington  Draft  Act,  satisfactory,  31;  what 
would  Insurance  premiums  be  with  benefits  of,  38;  workmen  penalized  for  re- 
moving guards  under,  21. 

Zacheb,  Dr.,  21,  31,  90. 
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